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- the income tax and the saleéf

~ and use tax, both of Wh1ch are

collected by the State =
Comptroller s Off1ce Al

anniversary of the state’s income
tax law proposed by a state
constitutional amendment in
1937, and the 50th anniversary of
the 1947 legislation creating the
state sales and use tax.

The divider pages in this report
offer a timeline of Maryland life
during several decades of change
and increasing high-tech
efficiency demonstrated by the
Comptroller of the Treasury.
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Maryland
became

the first state in
the nation to
mechanize tax
processing in
1940, using IBM
punched card
machines.

and soda s
costabout 15 cents.

Real incomes in
Maryland rose
an average of
50% during the
war years. '

1930s

aryland’s income tax ap-
peared at a time when Maryland-
ers sorely needed the revenue.

The lingering Depression of
the 1930s prompted Maryland’s
legislature to pass several social
and welfare laws to ease hard-
ships. To increase revenue,
Maryland’s state income tax was
proposed by a state constitutional
amendment 60 years ago in 1937.
The Maryland legislature enacted

Hundreds of thousands of Maryland workers like Ethel Smith, Margaret
Russell and Ruth Smith helped to build the Allied defense arsenal -and

Maryland’s revenue picture - during World War ll. Photo courtesy of the
Maryland State Archives, News American Collection, MSA SC 2117-383

the first state income tax law two
years later.

During the first filing sea-
son, 110,240 taxpayers paid ap-
proximately $1 million in state
income taxes. The average bill:
$9.92.

Income tax revenues in-
creased tenfold by the time
America entered World War 11,
reaching $10.4 million in fiscal year

1942.
2

40s

During the war years, Mary-
land industries like Bendix, Glenn
L. Martin and Westinghouse mar-
shalled armies of workers to build
everything from delayed-action
fuses to B-26 bombers.

The State Comptroller’s
Office lent a hand to “Rosie the
Riveter” in 1943 by opening its first
taxpayer service field office in
Dundalk, near the Baltimore ship-
yards where skilled employees

cranked out
Liberty ships
and other sea
vessels for the
Allied cause.
In 1947,
faced with a
‘desperate need
- for revenue to
pay for services
and projects
-delayed by the
‘'war, the Gen-
eral Assembly
imposed a 2%
| taxonretail
sales. The new
sales tax re-
quired the
comptroller to
develop detailed regulations,
identify hundreds of taxable items
and issue 49,507 licenses in the six
weeks before the July 1, 1947
effective date.

The sales tax exceeded its
first-year estimates by generating
$23.6 million and eventually be-
came the state’s second largest
source of general fund revenue.
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The credit card was
invented in 1950.

On the

April 15th

income tax

filing deadline,
thousands of
baseball fans

paid to see the new
Baltimore Orioles
play their first
home game in
Memorial Stadium,
helping to generate
$460,455 in
admissions

and amusement
taxes for

fiscal year

1954.

The first Chesapeake
Bay Bridge was
opened in July, 1952
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became a familiar sight statewide as Maryland’s post-war economy boomed with
steady gains in jobs, incomes and sales. Photo courtesy of the Maryland State Archives, News

American Collection, MSA SC 2117-20

R apid growth and prosperity in
the post-war years - and
Maryland’s 500,000 income taxpay-
ers - prompted the comptroller to
open taxpayer service offices in
Bladensburg, Easton and
Cumberland by 1950.

Consumer confidence and the
emergence of the television as a
“must-have” in every household
boosted Maryland sales tax
revenue from the $28.3 million
collected in fiscal year 1950 to $56
million in fiscal year 1959. Record
shops enjoyed healthy receipts,
too, thanks to a new singing
sensation named Elvis Presley.

The bustling economy led to
significant job gains, evidenced by
the 29% jump in income tax
revenues from the $28.7 million
collected in fiscal year 1950 to $99.7
million generated nine years later.

6

Collections and compliance
both improved in 1955 when em-
ployers began automatically with-
holding income taxes from wage
earners’ paychecks.

Four years later, lawmakers
boosted Maryland’s sales tax rate tc
3%. The comptroller’s retail sales ta
division moved to Baltimore, wher:
most of the state’s commercial
taxpayers were located - such as the
tenants of Mondawmin Mall, one of
the first enclosed shopping malls
built in America.
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Certificate of

Achievement

for Excellence
in Financial
Reporting

Presented to

State of
Maryland

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
June 30, 1996

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.
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Louis L. Goldstein
Comptroller of the Treasury

Louis L. Goldstein Treasury Building, P. O. Box 466
Annapolis, Maryland 21404-0466

Honorable Members of the General November 7, 1997
Assembly and the Governor,
State of Maryland:

INTRODUCTION

The Comprehensive Annual Financial Report of the State of Maryland, for the fiscal year ended June 30, 1997,
submitted herewith, includes financial statements of the State of Maryland as well as information required by Title
2, Section 102 of the State Finance and Procurement Article of the Annotated Code of Maryland. Responsibility for
both the accuracy of the presented data and the completeness and fairness of the presentation, including all
disclosures, rests with the Office of the Comptroller. I believe that the data, as presented, are accurate in all
material respects; that they are presented in a manner designed to fairly set forth the financial position and results
of operations of the State as measured by the financial activity of its various funds; and that all disclosures
necessary to enable the reader to gain the maximum understanding of the State’s financial affairs have been
included.

This Report is presented in three sections; introductory, financial, and statistical. The introductory section
includes this transmittal letter, the State’s organizational chart, and a list of principal officials. The financial section
includes the general purpose financial statements and the combining and individual fund and account group
financial statements and schedules, as well as the report of independent public accountants on the financial
statements and schedules. The statistical section includes selected financial and demographic information,
generally presented on a multiyear basis.

The accompanying financial statements include all funds and account groups of the State of Maryland (primary
government), as well as all of its component units. Component units are legally separate entities for which the
primary government is financially accountable.

Discretely presented component units are reported in a separate column in the combined financial statements
to emphasize that they are legally separate from the primary government and to differentiate their financial
position, results of operations and cash flows from those of the primary government. Accordingly, the various
colleges and universities, the Maryland Industrial Development Financing Authority, the Maryland Stadium
Authority, the Maryland Food Center Authority and Maryland Environmental Service are reported as discretely
presented component units.

ECONOMIC CONDITION AND OUTLOOK

Maryland’s economy has been expanding at a solid pace. Employment increased 1.1% in calendar year 1996,
and since late 1992, more than 160,000 new jobs have been created. As has been the case for the past several years,
the weakest employment areas were banking, federal government and manufacturing. Growth has been heavily
concentrated in business and health services, transportation, construction and trade.

The service sector accounts for 32% of total employment in the state, yet provided more than 62% of the new
jobs during the recovery. Business services has been by far the strongest performer over the past four years.
Employment in the computer and data processing industry, one of the largest components of the business services
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segment, grew by 4.9% in 1996 and is expected to continue to grow at a heady rate, making it one of the brightest
areas of growth for the state. Business and government alike will increasingly rely on computerization and
software solutions to hold down costs and improve service and data delivery, manage caseloads and handle record
keeping. The rapid growth of the Internet and the buildup of corporate intranet networks has generated strong
demand for firms providing content and software security systems. The “Year 2000 problem” is also a source of
huge demand for software engineers.

Employment in health services increased by 3.6% annually between 1991 and 1993 before slowing to an average
annual gain of 2.0% between 1994 and 1996. The overall growth rate disguises very different trends among
subsectors, however. Pressures from health insurers for lower cost treatment has shifted demand from traditional
types of care toward managed care plans, HMOs and outpatient clinics.

Biotech industry employment rose a sharp 5.9% in 1996. A recent study by Ernst and Young found that
Maryland has the fifth largest biotechnology sector in the nation in terms of revenue, and is home to more than 250
biotech firms. Proximity to the numerous research facilities, including the National Institutes of Health, the Food
and Drug Administration, Johns Hopkins University and the University of Maryland Medical System, has made
Maryland an excellent location for technology companies. Biotech continues to be one of the most dynamic and
rapidly growing sources of new jobs in the state.

Baltimore Washington International (BWI) is one of the fastest growing airports in the country. Passenger
traffic has increased from 10 million passengers in the early 1990s to over 14 million in 1997. The arrival of
Southwest Airlines in 1993 transformed BWI into the area’s premier low-cost airport. BWI has also seen a
substantial increase in freight shipments. The expansion of central Maryland as distribution hub, increased
capacity at the airport and the addition of a mid-field cargo terminal, planned for 1999, will all support continued
growth.

Trucking, warehousing and wholesale trade have become important contributors to the state’s economy.
Induced by Maryland’s strong transportation network, central location and access to reasonably-priced land, a long
list of firms have established warehouses here. Although employment in these industries has fluctuated over the
last three years, it has resumed its upward trend in recent quarters and should expand steadily.

Maryland has long been in the forefront of telecommunication deregulation issue. Additionally, the size of the
Baltimore-Washington market, combined with the proximity to the largest telecom customer in the nation — the
federal government — makes the region extremely attractive to new providers. Millions of dollars of investment
have surged into the region. Growth has also been spurred by the rapid development of wireless technology.
Employment in telecommunications will continue to experience healthy gains.

The level of employment in the finance sector as a whole is the same as in 1992 but that aggregate comparison
masks the many changes that have taken place in the industry. Transformed by mergers, consolidations and
technology, banking employment has dropped by more than 6,000 jobs over the past five years, a 16% decline. In
the nonbank finance sector, demographics and the roaring stock market have driven up the demand for brokerage
services. Most firms are expanding aggressively, hiring at every position, from investment managers to analysts to
back office staff. The securities industry has expanded by more than 4,000 jobs over the past five years, or 43%.

Healthy consumer confidence, the solid economy and robust gains in the stock market have translated into
steady increases in consumer spending. Drawn by the high per capita wealth of the area, new retailers continue to
enter this market. Employment gains are expected to be modest over the next three years, constrained in part by a
lack of workers. In addition, much of the growth in the industry will be in the “big box” retailers. These stores tend
to be very large, compete largely on price and selection and require fewer employees.

In total, Maryland employment is expected to increase 2.3% in 1997, 1.6% in 1998 and 1.3% in 1999. Supported
by strong wage growth, total personal income will rise by 5.4%, 5.1% and 4.8%, in 1997, 1998, and 1999, respectively.
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MAJOR INITIATIVES

New laws enacted by the 1997 General Assembly and signed by Governor Parris N. Glendening provided for a
personal income tax reduction and directed state resources into existing neighborhoods and designated growth
areas.

During the upcoming General Assembly session, the Glendening Administration plans to introduce legislation
to create a comprehensive children’s health insurance program, to provide scholarship assistance to Maryland
students who are pursuing degrees in technology-related fields and to respond to the environmental and human
health hazards posed by toxic outbreaks of Pfiesteria in Maryland waterways.

FINANCIAL INFORMATION

The State has issued guidelines to its agencies for establishing an effective system of internal control. Internal
control is the overall plan of organization and all the coordinate methods used to safeguard assets, ensure the
reliability of the accounting data, promote efficient operations and ensure compliance with established
governmental policies, laws, regulations and contracts. The internal control structure is designed to provide
reasonable, but not absolute, assurance that these objectives are met.

As a recipient of federal assistance, the State is responsible for ensuring compliance with laws and regulations
related to such assistance. This compliance is accomplished through the internal control guidelines. Additionally,
the State is required to undergo an annual single audit in conformity with the provisions of the Single Audit Act of
1984 and U.S. Office of Management and Budget Circular A-133 “Audits of States, Local Governments, and Non-
Profit Organizations.” Detail information related to these single audits is included in separate reports.

The Maryland Constitution requires the Governor to submit to the General Assembly a balanced budget for the
following year. The General Assembly cannot increase the budget except in certain organizational units. The
budget currently uses a legally mandated budgetary fund structure. Each state agency is provided appropriations at
a program level, which is the level at which expenditures cannot legally exceed the appropriations. The State also
utilizes an encumbrance system to serve as a tool for managing available appropriations.

Maryland maintains its accounts to conform with generally accepted accounting principles and also to comply
with the legally mandated budget. Financial control is generally exercised under the budgetary system.

GENERAL GOVERNMENTAL FUNCTIONS

Revenues of the general governmental functions (excluding capital projects) totaled $13,472,491,000 for the
fiscal year ended June 30, 1997. This represents an increase of 5.1% over revenues for the fiscal year 1996. Income
tax, the largest source of revenue, produced 30.3% of general governmental revenues compared to 29.8% last year.
The revenues from various sources and the changes from last year are shown in the following tabulation (amounts
expressed in thousands):

Increase (Decrease)

Percent Over 1996 Actual
Revenue Source Amount of Total Amount Percent
INCOME LAXES.....oiiiciiiecee et $ 4,084,147 30.3% $287,896 7.6%
Sales and USE tAXES ......ccccveeeeiiiieeeieeeeiie ettt 2,093,876 15.5 93,578 4.7
Motor vehicle taxes and fees........cccccocveeeviieeccieiecciieeeieeens 1,373,002 10.2 51,590 3.9
(00 7S) G 2 (T SRS 1,057,592 7.9 (7,684) 0.7
Other licenses and fees.........cccevevviercieeniieniieenienieeneeeeeee 208,009 1.5 (3,808) (1.8)
Charges fOr SEIVICES ......covvuivviiirieriiienieeieerte e e see e e saeees 658,583 4.9 (12,245) (1.8)
Interest and other investment income ............cccccceveenunenee. 137,595 1.0 23,018 20.1
Federal revenue...........ccocoocviieeiiieccieeceeeee e 3,726,882 27.7 2173,923* 7.9
(17T SRR 132,805 1.0 (51,181) 27.9)
TOLAL ..ttt $13,472,491 100.0% $655,187 5.1%

* After the reclassification of certain prior year revenue amounts.
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Of the total income tax revenue for fiscal year 1997, $3,736,096,000 was produced by the individual income tax
and $348,051,000 by the corporate income tax, representing an increase of $255,428,000 and $32,468,000,
respectively, compared to the prior year. The individual income taxes increased due to continued gains in
employment and personal income while corporate income tax revenues increased by 10.3%, reflecting strong gains

in total corporate profitability.

Revenues from the retail sales tax increased $93,578,000 or 4.7% over the previous year, a result of rising

employment and income in the State.

Interest on investments increased by $23,018,000 or 20.1% over the previous year, due to greater investable
balances and implementation of GASB Statement No. 31 which requires investments to be stated at fair value.

Federal revenue increased by $273,923,000 or 7.9% over the previous year due primarily because of growth in
the expenditures for transportation and medicaid programs that are reimbursed by the federal government.

Other revenue declined $51,181,000 or 27.9% from the previous year because of a reduction in the State’s share
of proceeds from the disposition of unclaimed property. Also, in general, state agencies more appropriately

classified “other revenues” to “other licenses and fees” and “charges for services”.

Changes in levels of expenditures for major functions from the previous year (excluding capital projects) are

shown in the following tabulation (amounts expressed in thousands):

Function

Current:

General GOVEIMIMENL .......cccvevieerierrieenieniieeriteerreeseesreeseeseeesaesssesnes
EdUCALION ..couvviiiiiiiiiiececc ettt
Business and economic development...........c.ccccevveecieeeiiieecneeenen.
Labor, licensing and regulation ............cccceevueereersieenieniienneensieeneenns
HUMAN TESOUICES ....couveeiieiiiiiiinieiiteeieeiee e et sie e s e sressaeesaeeseee e
Health and mental hygiene.........c.cocevvieeiiiiiiiiniiniieieeeeee e
ENVITONIMENT.......cooiiiiiiiiiiiii ettt st
TranSPOItatioN. ......ccc.viieiieeiciieecie et e
Public safety and judicial ............ccceooiiiieiiiiiiiieeeecee e

Housing and community development

Natural resources and recreation............ccceceeeeeeieeeccieeeccveeeeeneeeennens
AGTICUILUTE. ...ttt saee s
IntergovernmMental...........cccvevierieenieiiienieceeeieee e saee e
DEDL SEIVICE ...ttt et e e e et e aae e e raaean

* After the reclassification of certain prior year expenditure amounts.

Increase (Decrease)
Over 1996 Actual

Percent
Amount of Total Amount Percent
$ 382,424 3.0% $(137,995) (26.5)%
3,025,536 23.4 206,627 7.3
41,026 0.3 (1,233) 2.9)
141,523 1.1 (13,972) 9.0)
1,304,480 10.1 (39,881) (3.0)
3,323,439 25.8 96,361°* 3.0
64,722 0.5 (7,189) (10.0)
860,986 6.7 1,778 0.2
1,238,772 9.6 176,798 16.6
80,390 0.6 13,297 19.8
125,269 1.0 1,588 1.3
38,138 0.3 4,872) (11.3)
752,951 5.8 97,208 14.8
585,589 4.5 (16,410) 2.7
941,451 7.3 17,312 1.9
$12,906,696 100.0% $ 389,417 3.1%

General government expenditures declined $137,995,000 or 26.5% from the previous year due to the
reclassification of Department of Juvenile Justice expenditures from general government to public safety and

judicial.

Education expenditures increased $206,627,000 or 7.3% from the previous year due to increased funding in aid
to education and the subcabinet fund for children, youth, and families.

Expenditures for labor, licensing, and regulation declined $13,972,000 or 9.0% from the previous year primarily
because of a decrease in federal funding for the division of employment and training.

Environment expenditures declined $7,189,000 or 10.0% from the previous year due to a decrease in federal

funded programs.
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Public safety and judicial expenditures increased $176,798,000 or 16.6% primarily because of the
reclassification of Department of Juvenile Justice expenditures from general government to public safety and
judicial.

Expenditures for housing and community development increased $13,297,000 or 19.8% over the previous year
as a result of adding a new division of neighborhood revitalization.

Expenditures for agriculture declined $4,872,000 or 11.3% from the previous year primarily because of
decreases in expenditures for agricultural land preservation.

Intergovernmental expenditures increased $97,208,000 or 14.8% over 1996 primarily due to the reclassification
of public safety grants to subdivisions from general government.

Operating transfers in, to the general fund, from capital projects and enterprise funds (State Lottery Agency,
Economic Development-Insurance Programs, and Economic Development-Loan Programs) and the proprietary
component unit (Maryland Industrial Development Financing Authority) totaled $400,883,000. This represents an
increase of $7,905,000 over the previous year due primarily to increases in the lottery and economic development
insurance and loan programs. Operating transfers out, from the general fund, to capital projects, enterprise funds,
and higher education and proprietary component units totaled $768,038,000. This represents an increase of
$13,703,000 over the previous year due primarily to increased funding for higher education.

The fund balance for the general fund at June 30, 1997 was $1,059,063,000 representing an increase of
$298,662,000 over the previous year’s balance. The reserved general fund balance at June 30, 1997 was $865,377,000
which represents an increase of $54,934,000 over the prior year. The unreserved fund balance was $193,686,000
which represents an increase of $243,351,000 over the previous year’s balance.

Management of financial resources is exercised through the legally mandated budgetary system of the State.
The budgetary general fund balance at June 30, 1997, reflected a total fund balance and undesignated balance in the
amounts of $837,778,000 and $62,687,000 respectively. For information on differences between GAAP and the
budgetary system, see footnote 3 to the general purpose financial statements.

The special revenue unreserved fund balance of $254,789,000 increased $75,756,000, from the preceding year.
The debt service unreserved fund balance of $96,338,000 decreased $23,678,000 from the previous year.

CAPITAL PROJECTS FUND

Proceeds of general obligation bond issues are accounted for in the capital projects fund. Completed projects
and uncompleted construction in progress at year end, which are assets of the State, are capitalized in the general
fixed assets account group, the appropriate enterprise fund for self-supporting projects or the component units
fund types. During fiscal year 1997, State projects costing $52,944,000 were completed. State grants for capital
projects of local governments and other public organizations amounted to $283,143,000 in the fiscal year, an
increase of $5,186,000 over 1996.

Authorized but unissued general obligation bonds at June 30, 1997 totaled $1,124,656,000.

GENERAL FIXED ASSETS

The general fixed assets of the State are those used in the performance of general governmental functions and
exclude the fixed assets of the proprietary fund type and the component units. As of June 30, 1997, the general
fixed assets of the State amounted to $9,597,437,000. This amount represents the actual or estimated cost of the
assets. Depreciation of general fixed assets is not recognized in the State’s accounting system. Infrastructure assets
(excluding Maryland Transportation Authority), consisting principally of highways, roads, and bridges, are not
recorded in general fixed assets.

ENTERPRISE, FIDUCIARY AND COMPONENT UNIT FUNDS

All enterprise funds with the exception of the Economic Development — Insurance Programs reported an
increase in retained earnings for the year ended June 30, 1997. The Insurance Programs reported a decrease of
$16,085,000 in retained earnings. Retained earnings for enterprise funds increased during 1997 by $70,386,000, of
which, $38,697,000, was the result of the cumulative effect of the accounting change for investments, compared to
an increase of $36,863,000 in fiscal year 1996.
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Fiduciary fund types include the expendable trust fund, pension trust funds and agency funds. Agency funds
are custodial in nature and do not report fund balances. All other fiduciary fund types reported fund balances of
$25,388,805,000 at June 30, 1997, compared to $21,529,390,000 at June 30, 1996.

The State Retirement and Pension System of Maryland was established to provide pension benefits for State
employees and employees of 128 participating political subdivisions and 98 participating municipal corporations
within the State. The Mass Transit Administration Pension Plan was established to provide pension benefits for all
Mass Transit Administration employees covered by a collective bargaining agreement and all those management
employees who were employed by the Baltimore Transit Company. The annual actuarial valuation continues to
reflect a positive trend in the government’s and employees’ funding of the pension plans.

The total fund balance for the higher education component units was $2,877,398,000 at June 30, 1997 compared
to $2,625,704,000 at June 30, 1996. Retained earnings for the proprietary component units totaled $212,562,000 for
June 30, 1997. This represents an increase from 1996 of $24,074,000, $1,551,000 and $352,000 for the Maryland
Stadium Authority, the Maryland Food Center Authority and the Maryland Environmental Service, respectively, and
a $1,669,000 decrease for the Maryland Industrial Development Financing Authority.

DEBT ADMINISTRATION

The ratios of net bonded debt to assessed property value, debt to present market value, and bonded debt per
capita are considered to be useful indicators of the State’s debt position to State management, citizens and
investors. Data for fiscal years 1996 and 1997 are shown as follows:

Ratio of Net Ratio of
Bonded Debt Debt to

Amount to Assessed Present  Bonded
(expressed Value (46.4% of = Market Debt Per
in thousands) Present Market) Value Capita
General obligation bonds:
1996 $2,859,939 2.10% 97 $567.17
1997 3,025,394 2.18% 1.01 596.49

Additionally, outstanding limited obligation bonds of the Department of Transportation and the Maryland
Transportation Authority amounted to $935,355,000 and $391,938,000 respectively, at June 30, 1997. Debt service on
the Department of Transportation bonds is provided principally by excise taxes levied by statute. Debt service on
the Maryland Transportation Authority is payable from revenues of the projects of the Authority. Self-supporting
revenue bonds outstanding at June 30, 1997 amounted to $3,343,532,000. Long-term obligations for accrued annual
leave of $144,340,000 represent the value of accumulated earned but unused annual leave for general government
employees at June 30, 1997.

In 1978, the Capital Debt Affordability Committee was created to study the State’s debt structure and to
recommend maximum limitations on annual debt authorizations. Although the recommendations of the Committee
are not binding on the State’s General Assembly, the amounts of annual general obligation bond authorizations
effective for 1997 were within the limits established by the Committee. For the fiscal year 1997, new general
obligation bond authorizations amounted to $399,991,000 (net of deauthorization of prior projects of $12.1 million).
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The following tabulation shows the general obligation bonds issued during the past three fiscal years:

State of Maryland—General Obligation Bonds

Effective Interest Cost

Average Interest Per Borrowed

Date of Issue Amount Life in Years _ Rate __ Dollar
October 20, 1994 $160,000,000 8.7 5.60% 48.8
March 23, 1995 175,000,000 9.8 5.44 53.1
October 26, 1995 150,000,000 9.6 491 47.3
February 26, 1996 170,000,000 9.6 448 43.2
June 20, 1996 150,000,000 9.7 5.23 50.7
October 9, 1996 170,000,000 9.7 5.0 48.5
February 26, 1997 240,000,000 9.7 5.0 48.4

Maryland’s general obligation bonds have been rated Aaa by Moody’s Investors Service and AAA by Standard
and Poor’s and Fitch Investors, Inc., for a number of years.

CASH MANAGEMENT

During the year, temporary surpluses of cash in general governmental funds were invested in repurchase
agreements, U.S. Treasury and agency obligations, and money market accounts with maturities ranging from 1 to
365 days. As of June 30, 1997, the State’s cash resources for general governmental funds were invested as follows:
in repurchase agreements, 93.0%; in U.S. Treasury and agency obligations, 4.0%; and in money market accounts and
other, 3.0%. The average yield on maturing investments during the year was 5.4%, as compared to 5.6% in the prior
year, and the amount of interest received was $138,893,000 which was $24,316,000 more than the previous year.

RISK MANAGEMENT

The State is involved in legal proceedings, which normally occur in government operations. Such proceedings,
in the opinion of the Attorney General, are not likely to have a material adverse impact on the financial position of
the State’s funds.

The State self-insures toward most claims of risk of loss, including general liability, property and casualty,
workers’ compensation, environmental and anti-trust liabilities and certain employee health benefits. All funds,
agencies and authorities of the state participate in the self-insurance programs. As of June 30, 1997, the State has
recorded $186,518,000 in liabilities associated with its self-insurance programs.

Commercial insurance coverage is purchased for specialized exposures such as aviation hull and liability,
steam boiler coverage and certain transportation risks.

OTHER INFORMATION

The statutes of the State require an audit of every unit of the Executive and Judicial branches of government,
including the Comptroller of the Treasury’s records, by the Legislative Auditor at least every three years. The
Legislative Auditor is required to be and is a certified public accountant. The Legislative Auditor makes fiscal,
compliance and performance audits of the various agencies and departments of the State and issues a separate
report covering each of those audits. Although certain of those reports include presentations of detailed financial
data and contain expressions of opinion thereon, the audits are usually not made for that purpose. The primary
purpose of the reports is to present the Legislative Auditor’s findings relative to the fiscal management of those
agencies and departments.

Additionally, my office requires an audit of the State’s general purpose financial statements by a firm of
independent public accountants selected by an audit selection committee composed of members from the
Executive and Legislative branches of State government. This requirement has been complied with, and the
opinion of Arthur Andersen LLP has been included in the financial section of this report. In addition, Arthur
Andersen LLP performs audits to meet the requirements of the federal Single Audit Act of 1984 and the Office of
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Management and Budget (OMB) Circular A-133, “Audits of States, Local Governments and Non-Profit
Organizations”; such information being contained in other reports.

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate
of Achievement for Excellence in Financial Reporting to the State of Maryland for its comprehensive annual
financial report for the fiscal year ended June 30, 1996. The Certificate of Achievement is a prestigious national
award recognizing conformance with the highest standards for preparation of state and local government financial
reports.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily readable and
efficiently organized comprehensive annual financial report, whose contents conform to program standards. Such
CAFR must satisfy both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. State of Maryland has received a Certificate
of Achievement for the last 17 consecutive years (fiscal years ended 1980-1996). We believe our current report
continues to conform to the Certificate of Achievement Program requirements, and we are submitting it to GFOA.

The preparation of the Comprehensive Annual Financial Report on a timely basis could not have been
accomplished without the efforts and dedication of the staff of the General Accounting Division with assistance
from other personnel from the various departments and agencies of the State.

I will be pleased to furnish additional information on the State’s finances upon request.

Cordially yours,

i st

Louis L. Goldstein
Comptroller of the Treasury
of Maryland
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The average
price of a new
home in 1961
was $12,550.

Prospering
Marylanders
generated a
four-fold jump
in income tax
revenue during
the 1960s, from
$105.4 million to
$467.4 million.

In the mid-
1960s, six out of
ten American
corporations

The 1960s found Maryland’s
three million citizens and the
nation creating a new era of
economic prosperity and vigor,
symbolized by a youthful Presi-
dent in the White House.
Maryland’s top revenue
source - the income tax - hit three
figures for the first time, netting

$100 million
in 1963.
Ayear
later, sales tax
receipts
matched the
same mile-
stone. In the
Baltimore and
Washington
D.C. suburbs
alone, retail
sales jumped
165% during
the decade.
For the
Comptroller’s
Office - and
Maryland’s 24
political
subdivisions -
another high
water mark
occurred in
1967, when
the state
adopted a
graduated
state income

That same year, the
comptroller’s income tax division
moved to a new building on
Carroll Street in Annapolis.

For Maryland’s chief revenue
sources, the decade ended with
two changes reflecting the increas-
ing demands on government

services.

ey s g

Maryland State Comptroller Louis L. Goldstein (second from left)
welcomed the coming of the Parole Shopping Center in Anne Arundel
County with local officials in a 1961 groundbreaking - planting yet

another revenue generator for Maryland’s economy. Photo by Marion E.
Warren; courtesy of the Maryland State Archives, Marion E. Warren Collection, MSA SC
1890-30, 2238

The Maryland legislature

with annual
earnings of
more than $100
million had
installations in
Maryland.

tax, including a local “piggyback”
income tax collected by the state.
That first year under the new
law, Maryland taxpayers paid
$217.4 million in state and local

income taxes on the sar2ne tax form.
0

raised the state sales tax rate to 4%
in 1969, generating a total of $236.8
million - and state income tax
auditors went online for the first
time, bringing early high-tech
efficiency to taxpayer service.



ARTHUR
ANDERSEN

Arthur Andersen LLP

120 East Baltimore Street
Baltimore MD 21202
410 727 5800

November 7, 1997

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

The Honorable Louis L. Goldstein,
Comptroller of the Treasury of Maryland:

We have audited the accompanying general purpose financial statements of the State of Maryland as of June
30, 1997, and for the year then ended, as listed in the table of contents. These general purpose financial statements
are the responsibility of the State of Maryland’s management. Our responsibility is to express an opinion on these
general purpose financial statements based on our audit. We did not audit the financial statements of (1) Maryland
Transportation Authority; (2) Maryland Department of Environment; (3) State Use Industries; (4) State Retirement
and Pension System of Maryland; (5) Maryland Local Government Investment Pool; (6) Maryland Stadium
Authority; (7) Maryland Food Center Authority; and the (8) Maryland Environmental Service, which represent the
percentages of the total assets, operating revenues or deductions, and expenditures, expenses or deductions of the
fund types listed below.

Percentage of Total Fund Type

Operating
Revenues or Expenditures, Expenses

Agency Total Assets  Deductions or Deductions
Special Revenue Fund 33.4% 7.5% 8.9%

— Maryland Transportation Authority
Debt Service Fund 52.2 0.6 6.9

— Maryland Transportation Authority
Enterprise Fund 10.1 3.6 4.1

— One Loan Program

— State Use Industries
Pension Trust Fund 99.8 99.6 99.3

— State Retirement and Pension System of Maryland
Agency Fund 20.7 N/A N/A

— Maryland Local Government Investment Pool
Component Unit Proprietary Fund 95.0 99.8 96.8

— Maryland Stadium Authority
— Maryland Food Center Authority
— Maryland Environmental Service

Those financial statements were audited by other auditors whose reports thereon have been furnished to us,
and our opinion, insofar as it relates to the amounts included for the above mentioned agencies and component
units, is based solely on the reports of other auditors.

We conducted our audit in accordance with generally accepted auditing standards and the standards for
financial audits contained in Government Auditing Standards (1994 Revision), issued by the Comptroller General
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of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the general purpose financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the general purpose financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall general purpose financial statement presentation. We believe that
our audit and the reports of other auditors provide a reasonable basis for our opinion.

In our opinion, based on our audit and the reports of other auditors, the general purpose financial statements
referred to above present fairly, in all material respects, the financial position of the State of Maryland as of June
30, 1997, and the results of its operations and the cash flows of its Enterprise Funds and Component Unit
Proprietary Funds for the year then ended in conformity with generally accepted accounting principles.

As described in Note 2 to the general purpose financial statements, effective July 1, 1996, the State of Maryland
adopted Governmental Accounting Standards Board Statement No. 31, “Accounting and Financial Reporting for
Certain Investments and for External Investment Pools,” which results in the State’s investments being valued at
fair value instead of amortized cost.

In accordance with Government Auditing Standards, we have also issued our report, dated November 7, 1997,
on our consideration of the State of Maryland’s internal controls over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants.

Our audit was made for the purpose of forming an opinion on the general purpose financial statements taken
as a whole. The combining financial statements and schedules listed in the table of contents, which are also the
responsibility of the State of Maryland’s management, are presented for purposes of additional analysis and to
meet legal reporting requirements and are not a required part of the general purpose financial statements. The
information, except for the Schedules of Estimated Revenues Budgetary Basis and General, Special, Federal,
Current Unrestricted and Current Restricted Fund Appropriations-Budgetary Basis for the year ending June 30,
1998, (pages 89 and 90) has been subjected to the auditing procedures applied in our audit of the general purpose
financial statements and the reports of other auditors referred to above, and in our opinion, is fairly stated in all
material respects in relation to the general purpose financial statements taken as a whole.

The other data included in this Comprehensive Annual Financial Report have not been audited by us and,
accordingly, we express no opinion on such data.

Chhom LL S
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Thefirst high-rise
condominium in
Ocean City opened
in1971.

In 1978,
working
parents in
Maryland
began enjoying
a new state
income tax
break for child
care costs.

As America witnessed political
changes and rising costs during the
1970s, the State Comptroller’s
Office continued its quest for high-
tech efficiency.

At the start of the decade, the
agency processed 1.5 million
income tax returns, and a newly
implemented automated sales tax

—

The State Comptroller’s Office was actlvely seeking ploneermg
technology as far back as the 1970s to boost efficiency, evidenced by
step-saving remittance processing equipment studied by Jim Loftus

(left) and Eleanor Lent of the Retail Sales Tax Division.
Photo by Michael Walsh

system reaped nearly $360 million
in revenue.

In 1975, the Comptroller’s
Office moved ahead in computer-
ization by introducing an optical
character reader to streamline the
processing of income tax withhold-
ing documents.

The year also marked the
opening in New York of the
agency’s first out-of-state field
office, where auditors could track
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large corporations with Maryland
tax obligations.

Two years later, a tape match
program the comptroller conducts
annually with the IRS netted $1
million in new revenue.

The Maryland legislature
increased the state sales tax rate to

5% in 1977 generatmg a total of
: $628 million
during fiscal
year 1978.
Also that year,
income tax
revenues
topped the $1
billion mark.
To handle the
increased
paperwork
more effi-
ciently, the
comptroller
installed
automatic
check encod-
ing equipment
to streamline
depositing of
income tax
revenue and to earn additional
interest income for the state.



In 1980, the
comptroller
opened the
Central
Registration
Unit, offering a
convenient
one-stop service
for businesses
opening tax
accounts in
Maryland.

L
80% of

Maryland’s
4.2 million
citizens lived in the
Baltimore-Washing-
ton, D.C. corridor by
7980.

%
!
i

he 1980s
proved to be a
robust decade for
both Maryland'’s
diversified
economy and the
State Comptroller’s
Office, where
several changes
dramatically al-
tered the sales and
income tax opera-
tions.

Formal income
tax fraud aware-
ness training began
in 1981, helping
employees to
prevent millions of
tax dollars from going into the
wrong hands.

In the sales tax division, audi-
tors began a consolidated audit
approach to their nearly 100,000
accounts, using a new centralized
address file.

By 1986, tax collectors were
using a new computer-assisted
collection system.

Within another year, Maryland
became the first state in the nation
to use computerized statistical
sampling techniques to perform
sales tax audits.

Federal income tax reform
introduced in 1986 eliminated
many deductions while broadening
the tax base - creating dramatic
changes on the state revenue side.

Maryland’s tax amnesty in
1987 generated $34.6 million in
delinquent taxes - mostly personal
and corporate income taxes - while

.
i
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Theresa Russ (left) and Joyce Jones of the Comptroller’s Office
helped some of the 25,143 callers who responded to
Maryland’s tax amnesty campaign in 1987 to “come forward
and come clean,” adding more than $34 million to state and
local government coffers. Photo by Michael Waish

adding hundreds of new taxpayers
to state tax rolls.

Beginning in 1988, the legisla-
ture made several changes affect-
ing state income tax forms, includ-
ing a checkoff feature for donating
to Chesapeake Bay-related
projects, an increased standard
deduction, higher personal exemp-
tion amounts and new benefits for
disabled and military taxpayers.

For the first time, Comptroller
Goldstein included a list of taxpay-
ers’ rights in Maryland’s state tax
booklet.

By decade’s end, hundreds of
business taxpayers were using an
expanded, automated 24-hour
phone service in the Sales and Use
Tax Division for faster response to
tax inquiries and forms requests.
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STATE OF MARYLAND

Combined Balance Sheet

All Fund Types, Account Groups

and Discretely Presented Component Units

June 30, 1997

(Expressed in Thousands)

Fiduciary
Fund Types Account Groups Prqu(r)rEgLy Reg?)ﬁ%ng
Governmental Fund Types Proprietary Trust General General Government Component Units Entity
Special  Debt Capital Fund Types and Fixed Long-Term (Memorandum Higher Proprietary (Memorandum
General Revenue Service Projects Enterprise Agency Assets Debt Only) Education Fund Types Only)
Assets and Other Debits:
Assets:
Cash and cash equivalents ............cccceeeuereueieueenuennne. $1,050,350 $142,341 $ 47,670 $ 190,779 $ 163,703 $ 1,104,169 $ 2,699,012 $ 75374 $ 29,410 $ 2,803,796
INVESTMENES ....cocvevmiiiieicicccccccees .. 1,270,874 115,111 45,648 539 1,035,516 24,821,052 27,288,740 134,384 66,948 27,490,072
Amount on deposit with U. S. Treasury. 732,606 732,606 732,606
Taxes receivable, net..........c.cccevevevennene 487,004 67,341 6,227 225,697 786,269 786,269
Intergovernmental receivables... 431,621 100,094 531,715 3,472 535,187
Other accounts receivable...... 61,987 5,038 764 844 67,108 296,948 432,689 98,691 17,665 549,045
Due from other funds.............. 41,746 267,082 223,404 665,532 1,197,764 1,197,764
Due from primary government.. 292,949 58,701 351,650
Collateral for loaned securities . 2,435,895 2,435,895 2,435,895
Inventories.........ccooevevueveeenrennnns 4,528 ,528 13,627 18,155
Loans and notes receivable, net.... 1,046 16,000 27,070 15,060 2,569,719 2,628,895 58,057 6,887 2,693,839
Investments in direct financing le 267,193 267,193
Loans to component units..................... 6,372 6,372 6,372
Property, plant and equipment, net. 4,461 $9,597,437 9,601,898 3,023,734 33,836 12,659,468
Restricted assets .......cccocevveveeenenne 652 652
Oher ASSELS ...c.c.cueueueueieieieieieieieieieieie et 70,627 3,636 77,860 152,123 30,723 140,324 323,170
Other Debits:
Amounts available in debt service fund for
retirement of:
General obligation bonds...........ccccecevvevervireniecrenenens $ 14,955 14,955 14,955
Transportation bonds .........c...ccccceeuvueuennene 12,818 12,818 12,818
Maryland Transportation Authority bonds............... 68,565 68,565 68,565
Amounts to be provided for retirement of:
General obligation bonds...........cccceceveverenenenenennenn. 3,010,439 3,010,439 3,010,439
Transportation bonds .........ccccceceeveeerennnene 922,537 922,537 922,537
Maryland Transportation Authority bonds. 323,373 323,373 323,373
Accrued self-insurance costs ................... 123,895 123,895 123,895
Accrued annual leave............ 144,340 144,340 144,340
Obligations under capital leas 85,847 85,847 85,847
Obligations under capital leases
UTES -t 267,193 267,193 267,193
Total assets and other debits..........ccccceuueee. $3,415,255 $716,643 $133,751 $ 207,222 $4,146,299 $30,281,899 $9,597,437 $4,973962  $53,472468  $3,731,011  $621,616 $57,825,095
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Liabilities, Equity and Other Credits:

Liabilities:

Accounts payable and accrued

HabIltes. ...ccoviveeireicicccceee e $ 664,213 $216,394 $ 78113 $ 48877 $ 353,117 $ 1,360,714 $ 162,498 $ 33,787 $ 1,556,999
Due to other funds..... .. 1,130,731 16,520 35,602 14911 1,197,764 1,197,764
Due to component Units ..........cccceverveerieneeceerieneennenne 351,650 351,650 351,650
Accounts payable to political subdivisions and

local income tax refunds...........ccoceeveeeeriereeenenne 108,945 58,099 805,814 972,858 972,858
LOttery prizes.....cccceceveeeevvenieneecienieseeins 468,799 468,799 468,799

Collateral obligation for loaned securities 2,435,895 2,435,895 2,435,895
Accrued insurance and loan losses ............ 34,337 34,337 8,989 43,326
Other liabilities ........ccocoveeenireenenirecenee 51,842 51,842 3,275 55,117
Deferred compensation benefits payable................. 841,723 841,723 841,723
Deposits held by local government investment
POOL. ittt 441,634 441,634 441,634
Deferred revenue...............ccc........ 59,717 1,827 $ 334 7,979 69,857 37,666 15,655 123,178
Loans from primary government... 6,372 6,372
Notes payable ........occeceveevenienenieieneeieieeeens 6,503 6,503 6,503
Mature bonds and interest coupons payable.......... 5,217 5,217 5,217
Revenue bonds and other notes
PAYADIE ... 2,455,569 2,455,569 565,557 339,116 3,360,242
General obligation bonds payable. $3,025,394 3,025,394 3,025,394
Transportation bonds payable .............ccocevveevrernennnne. 935,355 935,355 935,355
Maryland Transportation Authority bonds payable 391,938 391,938 391,938
Accrued self-insurance COSts .........cccceeueervruecrennenene 40,936 3,636 332 123,895 168,799 16,984 735 186,518
Accrued annual leave................... 764 144,340 145,104 63,994 1,125 210,223
Obligations under capital leases 85,847 85,847 6,914 92,761
Obligations under capital leases with component
UIIES ottt ettt ettt ene e senes 267,193 267,193 267,193
Total liabilities .......ccceeeerurreerereeecnerccrenreeenenes 2,356,192 296,476 5,651 78,113 3,110,604 4,893,094 4,973,962 15,713,992 853,613 409,054 16,976,659
Commitments and contingencies (Notes 17 and 18)
Equity and Other Credits:
Investment in fixed assets........c.ccoecevreenirecncnieencnes $9,597,437 9,697,437 2,272,550 11,869,987
Capital:
Contributed capital ..........cccceveverieceeeniesieeseieeeerenens 644,265 644,265 27,793 672,058
Retained earnings:
RESEIVEA ...ttt 5,526 5,526
Unreserved 391,430 391,430 179,243 570,673
Fund balances (deficit):
RESEIVEd ...t 865,377 165,378 31,862 373,887 25,388,805 26,825,309 542,337 27,367,646
Unreserved:
Designated........cccocoeveeenieieenieeceeee e 144,475 96,338 240,813 240,813
Undesignated (deficit)................ 49,211 254,789 (244,778) 59,222 62,511 121,733
Total equity and other credits............cceoueueee 1,059,063 420,167 128200 129,109 1,035,695 25,388,805 9,597,437 37,758,476 2,877,398 212,662 40,848,436

Total liabilities, equity and other credits...... $3,415,255 $716,643 $133,751 $ 207,222 $4,146,299 $30,281,899 $9,597,437 $4,973,962 $53,472,468 $3,731,011 $621,616  $57,825,095

The accompanying notes to the general purpose financial statements are an integral part of these financial statements.



STATE OF MARYLAND

Combined Statement of Revenues, Expenditures, Other Sources
and Uses of Financial Resources and Changes in Fund Balances
All Governmental Fund Types and Expendable Trust Fund
for the year ended June 30, 1997

(Expressed in Thousands)

. . Total
Fiduciary Primary
Governmental Fund Types Fund Types Government
Special Debt Capital Expendable  (Memorandum
General Revenue Service Projects Trust Only)
Revenues:
INCOME LAXES....coovrvreereeeerieirieieieieieeeieseieeeeeeesessessesssssssesesesnsenas $ 4,084,147 $ 4,084,147
Sales and USE tAXES ....ceervereerereeieeenierieeresieeeesseseeeesenseeenens 2,093,876 2,093,876
Motor vehicle taxes
and fees... $1,373,002 1,373,002
Other taxes.......c.cocoeueuene ... 821,661 $ 235,931 $414,376 1,471,968
Other licenses and fees 208,009 208,009
Charges for SEIVICES ......cccevvereriririenieererieeeese e 254,362 404,221 658,583
Interest and other
108,767 23,779 5,049 $ 1,298 138,893
3,184,890 541,992 1,387 3,728,269
118,389 14,059 357 2,070 134,875
TOtal TEVEINUES .....ovveeeeriieicieineeietrereeeereeee e 10,874,101 2,357,053 241,337 3,368 415,763 13,891,622
Expenditures:
Current:
General GOVEINIMENL .........cceevreruerieinenieineeneeneeeseseeeeene 382,424 382,424
Education..........coceceveveeeenereeeenneeenne 3,025,536 3,025,636
Business and economic development. 41,026 354,376 395,402
Labor, licensing and regulation........ 141,623 141,523
Human resources..........ccceuce.e. .. 1,304,480 1,304,480
Health and mental hygiene. e 3,323,439 3,323,439
Environment....................... 64,722 64,722
Transportation................ 860,986 860,986
Public safety and judicial ..................... 1,238,772 1,238,772
Housing and community development... 80,390 80,390
Natural resources and recreation........ 125,269 125,269
Agriculture.........c.oooeecenrccnnnnee. . 38,138 38,138
Intergovernmental ...........c.coeeerireuerininrenenenieenneeeeeeeenenes 265,671 487,280 283,143 1,036,094
Debt service:
358,850 358,850
226,739 226,739
Capital OUtlaYS.......ccovvveiirieiiiecieeecee e 941,451 195,905 1,137,356
Total eXpenditures ..........coccoevevereerenenineneeneecneneeene 10,031,390 2,289,717 585,589 479,048 354,376 13,740,120
Excess (deficiency) of revenues over expenditures 842,711 67,336 (344,252)  (475,680) 61,387 151,502
Other sources (uses) of financial resources:
Capital 18aSES .....cueveuirieeeiieieierteie ettt 6,599 55,601 62,200
Proceeds from bonds ... 50,000 410,000 460,000
Operating transfers in ...........cccoceevevevecrcnnnnene. 454,303 82,064 319,769 64,707 920,843
Operating transfers in from component units . 870 870
Operating transfers out..........coccccevevereecennens (345,012) (217,784) (1,173) (563,969)
Operating transfers out to component uni (661,364) (49,668) (711,032)
Net other sources (uses) of financial resources....... (544,604) (85,720) 319,769 479,467 168,912
Excess (deficiency) of revenues over expenditures
and net other sources (uses) of financial
TESOULCES ...vuereevnenieeereneetesenesseseeteseseesaeseseseseseessesene 298,107 (18,384) (24,483) 3,787 61,387 320,414
Fund balances, July 1, 1996 .................. 760,401 438,651 152,527 125,001 739,120 2,215,600
Cumulative effect of accounting change.........c.cccccceveueennnne 555 156 321 1,032
Fund balances, June 30, 1997 .........cccoceeernreccnneenrercenennene $ 1,059,063 $ 420,167 $ 128200 $ 129,109 $800,507 $ 2,537,046

The accompanying notes to the general purpose financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Combined Statement of Revenues, Expenses and

Changes in Retained Earnings

Enterprise Funds and Component Unit Proprietary Funds

for the year ended June 30, 1997

(Expressed in Thousands)

Primary Tota!
Government  Component Unit R%)I%Iigng
Enterprise Proprietary (Memorandum
Funds Funds Only)
Operating revenues:
LOTEETY TICKEE SALES ....evvieieieieieiieieieicieieiceieieeie e ssas e ss e sesssssessssssssssssanaes $1,043,583 $1,043,583
Charges for services and sales......... 40,905 $ 90,342 131,247
Interest and other investment income 232,908 232,908
Other......cooeiviriiiccceceee 6,445 2,203 8,648
Total OPEratiNg FEVEIIUES .......ccevuirieiirieieieiereeteiteieste ettt sttt ettt ettt et benaenees 1,323,841 92,545 1,416,386
Operating expenses:
Prizes and CLAIIS .....coueiiiiriiieiee ettt ettt sttt ettt 551,707 551,707
Commissions and bonuses .. 57,091 57,091
Cost of sales and services... 23,406 23,406
Operation and maintenance of fac 9,637 58,197 67,834
General and administrative ................... 57,233 10,410 67,643
INLETeSt....covvenieeeeeiriecieiecce 170,952 170,952
Depreciation and amortization ............. 2,851 8,379 11,230
Provision for insurance and loan losses 41,865 41,865
ORET ...ttt ettt b et b bt s bbb bbbt b ettt et nes 24,791 2,641 27,332
TOtal OPETraAtiNG EXPEIISES ......cuerireiiiriereirireererteteiestrteteae st teset sttt stebeetesesestssesesessesenesaesenens 939,533 79,527 1,019,060
Operating income 384,308 13,018 397,326
Non-operating revenues (expenses):
INVESEMENT INCOIMIE....c..cuiiiiiiiiiieiete ettt sttt ettt et sttt be st e s beneene 737 9,462 10,199
Interest expense... (435) (16,075) (16,510)
3,705 100 3,805
Operating income before transSfers .........c.coevveerrireininieerinecerteeeeer et eneae 388,315 6,505 394,820
Operating transfers in .........c.ccocevvvevennvncnnienenns 41,966 41,966
Operating transfers in from primary government.. 17,792 17,792
Operating transfers out........c.cccccceveeerereercnreecens (398,840) (398,840)
Operating transfers out to primary goOvernment..............ccccccvucuieiiniiininiiiininicciec e (870) (870)
NEE INCOMNE ...ttt ettt ettt sttt st bttt ettt et et benene 31,441 23,427 54,868
Add: Depreciation of assets acquired from contributed capital............cccoocevrvinerininenirnenennnne 248 881 1,129
Increase in retained EAITNIIES. .......coviririiiririei ettt sttt 31,689 24,308 55,997
Retained earnings, July 1, 199 ............ 321,044 160,461 481,505
Cumulative effect of accounting change. 38,697 38,697
Retained earnings, JUNE 80, 1997 .........ccoooeuevreruereeeeeeereeeeeeie et saese s ssse s ssa s s s ssasaesees $ 391,430 $ 184,769 $ 576,199

The accompanying notes to the general purpose financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Combined Statement of Changes in Plan Net Assets
Pension Trust Funds
for the year ended June 30, 1997

(Expressed in Thousands)

Total
Additions:
Contributions:
EINIDIOYETS. . ..vvvvevevetetetetetete ettt vttt ettt et ettt te b et et ebetebebeseseseseseseses et esesebeseses et et et et esebesesebeseb et et ebeb et et ebetesebebetetet et ebebebetebebebebebebebetebeteteteteras $ 273,378
Members . . 84,444
OBNET ...ttt ettt et sttt et s st s e bt s e bRt s Rt h et e bRt e e Rt s Rt a et s st s e b st e bt ne et aenenean 503,109
TOLAL CONEITDULIONS .. ...ttt ettt b et b et e e st s e et e st e b e s s et e st et et eatsa e st e st eb e b et e st es et et e st sae b eneebensenteneebenee 860,931
Investment income:
Net appreciation in fair value Of INVESTIMENT .........ccoiiiiiiiiiiieieeeee ettt sttt st e stesbe e st e sbesbe et esaesaeenbenbeensensensens 3,267,436
INEETeSt ..o 659,644
Dividends.......cooeveeveneeerenieneennns 238,224
Real estate operating net income. 10,593
Total investment income......... . 4,175,897
LieSS: INVESTINEIE EXPEIISE ... .cuveuiuireeieiietertetei ettt st ettt ste st st ettt et e st se et e st ebe s s et es e s eateaesae st eateb e s et e st eb et enteaesb et eseebenseatese et et enesae st entesesens 183,559
Net INVESTIMENT IIICOIME .....cuveuiiriiiieiieiieteee ettt ettt ettt st e e s bt et e b e s bt e st este s st e s beeseessebesbeestensesasentenbeestensesbeestensesaeenbeseensensanseensansenaes 3,992,338
TOLAL AAAIEIONIS . ...veveveeieeieiesieieeteete ettt et e st et et te st et et e etesaeseesesteseeseesesseseesansenseseesanseseesessessesesansensesaasasseseesenseneesansenseseesenseneesesanseseasanen 4,853,269
Deductions:
BENETIt PAYINIEIES. ... .cotiiiiieiectieteeee ettt ettt et e st e et b e te s ae et et e eteeabe b e e st e st e s et saten b e st ens e s e e bt e Rt e s et e aten b e bt ent e beehtentetesat e benbeentebenaean 1,005,411
Refunds.............. 40,060
Administrative expenses... 9,770
TOLAL AEAUCTIONS ..ottt ettt ettt sttt s et e e bt st e s e st e b e te st e st s s et eseebess e st es e b en s e st sse st entesebenseneesersentenessenteneesessenseneasense 1,055,241
Net INCTEASE TN PLAN ASSELS .....eeviveuiriiriiieieetertet ettt ettt ettt et e et te b et s st st e st eb e be st e st es et e st e st sa et e st ebessen s e st eseatenteaeee e st ebeebensentes e et entenesaententesessens 3,798,028
Net assets held in trust for pension benefits:
JULY 1, 1996ttt ettt ettt et sttt b et st b e et et bbb st et bt b e b et et b st e e b et e b st b b et e bea et b e st e e e b ettt e s et et be e tete 20,790,270
JUNE 30, 1997 ...ttt ettt sttt st b et b et st sttt bt s e b st a bt s bttt st b bRt et b e st e e b et a st eae sttt $24,588,298

The accompanying notes to the general purpose financial statement are an integral part of these financial statements.
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STATE OF MARYLAND

Combined Statement of Cash Flows
Enterprise Funds and Component Unit Proprietary Funds
for the year ended June 30, 1997

(Expressed in Thousands)

. Total
Primary Compqnent Reporting
Government Unit Entity
Enterprise Proprietary  (Memorandum
Funds Funds Only)
Cash flows from operating activities:
OPEIALING INICOIME ... cveviveeieeeeieieieieeceeieeeteeeteseseaetesesesesesesesesesesesasesesesesesesesesesesesasesesesesesasesesesesesesesesesesesesns $ 384,308 $ 13,018 $ 397,326
Adjustments to reconcile operating income to net cash provided by
operating activities:
Depreciation and amortization 2,851 8,379 11,230
Loss on disposal of property, plant and equipment 11 11
Effect of changes in assets and liabilites:
Intergovernmental reCeivables.............cccciciiiiiiiiiininiiiicc e 216 216
Other accounts receivable..............ccc..... 7,732 (1,130) 6,602
Due from other funds/primary government . (8,337) 3,123 (5,214)
INVENEOTIES. ..ottt sttt n e 650 650
Loans and notes receivable (79,277) (79,277)
Other asSets .........coevevenereeereneenenene (9,946) (125,263) (135,209)
Accounts payable and accrued liabilites.. . (2,384) 1,398 (986)
Due to other funds.........ccccevevvevrennennnne . (2,870) 912) (3,782)
Accrued insurance and loan losses . 14,255 (717) 13,538
Other liabilities ..........cccccceeecinunuencne . (1,365) (1,221) (2,586)
Deferred revenue.................. . (1,534) 4 (1,530)
Accrued self insurance costs. . 2 1n (€))
Accrued annual leave.............. . 13 84 97
Lottery installment payments..... . (55,486) (55,486)
Future lottery prize iNStallMeNTS .........cccveiiiririeiieniiieieee ettt sae st et nenaas 32,985 32,985
Net cash provided (used) by operating activities .........c..cccocveeerrercrenincerneceneecreseeeenes 281,824 (103,248) 178,576
Cash flows from noncapital financing activities:
Proceeds from sale of revenue DONAS.........ccovuivieiiiniriiiiieniieteescetee ettt st 285,466 285,466
Payment on revenue bonds. (389,419) (389,419)
Revolving loan agreement ... 750 750
Operating transfers in ........c.cccoceeevenennccncnenenne 41,966 41,966
Operating transfers in from primary government. 17,792 17,792
Operating transfers OUt..........cccecevverveerereerereneeenns (398,840) (398,840)
Operating transfers out to primary government. (870) (870)
Contributed capital 62,707 62,707
Net cash provided (used) by noncapital financing activities...........ccccoceoviiiiiniiiiinnnnenn. (398,120) 17,672 (380,448)
Cash flows from capital and related financing activities:
Proceeds from notes payable and revenue DONAS ..........coccoeveririerieireneninineneese et 1,723 1,723
Principal paid on notes payable and revenue bonds... (3,978) (5,726) 9,704)
Interest PAYMENTS.......cccoceeieriererieiereeieiesee et (435) (16,075) (16,510)
Acquisition and construction of property, plant and equipment. (806) (59,198) (60,004)
Decrease in revenue bond debt service account .............ccceeue. 135 135
Proceeds from property, plant and equipment sales.........c.cccoceeeevvenennes 97,045 97,045
Net cash provided (used) by capital and related financing activities...........cccoeevererueuencne. (5,219) 17,904 12,685
Cash flows from investing activities:
Purchase Of INVESTIMENES........cc.ccuiiiiiiiiricerete ettt ettt st e et b et (175,815) (785) (176,600)
Proceeds from maturity and sale of investments.. . 169,825 53,785 223,610
Interest and gains on investments.................... . 4,443 9,462 13,905
Purchase of land held for resale................ (253) (253)
Proceeds from loans and notes receivable .. 472 472
Lease principal interest payments received........ . 1,391 1,391
Net cash provided (used) by investing aCtiVities .........c.cceceveveririeieierenieeeeeeeseeeee e (1,547) 64,072 62,525
Net decrease in cash and cash equIValents..........ccccooceciviriiviniieininicinccc e (123,062) (3,600) (126,662)
Cash and cash equivalents balance, July 1, 1996...... . 286,765 33,010 319,775
Cash and cash equivalents balance, June 30, 1997 $ 163,703 $ 29,410 $ 193,113

The accompanying notes to the general purpose financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Combined Statement of Revenues, Expenditures and Encumbrances,
Other Sources and Uses of Financial Resources,
and Changes in Fund Balances — Budget and Actual —
Budgetary General, Special and Federal Funds (Note 3)
for the year ended June 30, 1997

(Expressed in Thousands)

Totals
General Fund Special Fund Federal Fund (Memorandum Only)
Variance Variance Variance Variance
Final Favorable Final Favorable Final Favorable Final Favorable
Budget Actual (Unfavorable)  Budget Actual (Unfavorable)  Budget Actual (Unfavorable) Budget Actual (Unfavorable)
Revenues:
INCOME tAXES....c.cuiiiiiiicitit sttt $3,935,596 $3,988,223 $ 52,627 $ 73483 $ 83960 $ 10477 $ 4,009,079 $ 4,072,183 $ 63,104
Sales and USE tAXES .....ccceveveerreeereiererieeieeseeessesennens . 2,091,561 2,093,797 2,236 4 4 2,091,561 2,093,801 2,240
Other taxes............ 642,940 611,030 (31,910) 1,333,644 1,409,258 75,614 1,976,584 2,020,288 43,704
Licenses and fees. . 132,864 149,965 17,101 191,684 281,297 89,613 324,548 431,262 106,714
Charges fOr SEIVICES ........coovmrmiieiriririnieieieerenisesieeneens . 231,990 224,371 (7,619) 505,573 556,243 50,670 737,563 780,614 43,051
Interest and other investment income .............cccceeevueereenenes 53,800 91,617 37,817 7,286 30,892 23,606 61,086 122,509 61,423
Appropriated from general fund..... 80,628 80,975 347 80,628 80,975 347
Other 416,042 416,495 453 968,707 389,321 (579,386) 1,384,749 805,816 (578,933)
Federal revenue.... 2,000 1,556 (444) 12,147 39,555 27,408  $3,730,760 $3,327,652  $(403,108) 3,744,907 3,368,763 (376,144)
Total TEVENUES ......c.cocviuiiiiiiiiiiic e 7,606,793 7,577,064 70,261 3,173,152 2,871,505 (301,647) 3,730,760 3,327,652 (403,108) 14,410,705 13,776,211 (634,494)
Expenditures and encumbrances by major function:

Payments of revenue to civil divisions of the State............. 47,514 47,514 1,367 1,325 42 48,881 48,839 42
Public debt............ . 75,325 75,308 17 327,339 326,499 840 402,664 401,807 857
Legislative................... 41,816 41,569 247 150 97 53 41,966 41,666 300
Judicial review and legal .. 238,061 237,593 468 7,151 5,658 1,593 5,113 3,238 1,875 250,325 246,389 3,936
Executive and administrative control ............c.ccoecvveeinninnne 89,708 89,283 425 70,117 30,438 39,679 92,190 81,217 10,973 252,015 200,938 51,077
Financial and revenue adminiStration.............c.ccoceeveervrenrennns 156,878 155,245 1,633 100,480 89,647 10,833 30 30 257,388 244 892 12,496
Budget and management 32,5616 32,188 328 24,577 20,984 3,693 57,093 53,172 3,921
Retirement and pension . . . 16,637 11,753 4,884 16,637 11,753 4,884
GeNeral SEIVICES ......o.covruirieuiieiirieiintetntetetetetet ettt 35,5638 35,482 56 21,196 20,685 511 56,734 56,167 567
Transportation and highways... 1,850,385 1,710,404 139,981 681,578 516,787 164,791 2,631,963 2,227,191 304,772
Natural resources and recreation... 43,161 43,154 7 124,188 117,829 6,359 22,893 19,011 3,882 190,242 179,994 10,248
Agriculture..........cccoocevviviiiciicniniinenns 16,315 16,315 25,662 22,261 3,401 2,687 1,809 778 44,564 40,385 4,179
Health, hospitals and mental hygiene... . 1,891,300 1,869,582 21,718 101,493 78,210 23,283 1,387,162 1,349,746 37,416 3,379,955 3,297,538 82,417
Human resources...........cccccccecenee. . 416,452 416,452 110,941 84,285 26,656 851,460 821,791 29,669 1,378,853 1,322,528 56,325
Labor, licensing and regulation ............cccccceeeeiniiviincicnininnnnns 18,227 18,227 7,001 6,277 724 126,617 119,149 7,468 151,845 143,663 8,192
Restricted appropriation............... 1,250 1,250 180 180 1,430 1,430
Public safety and correctional se . ... 565,853 565,821 32 97,237 88,862 8,375 10,021 7,658 2,363 673,111 662,341 10,770
Public education...........ccccccevviviniiiiiicnnns . 3,328,009 3,326,910 1,099 35,729 31,985 3,744 451,437 393,000 58,437 3,815,175 3,751,895 63,280
Housing and community development. 24,750 24,770 20) 43,336 37,918 5,418 57,723 49,895 7,828 125,809 112,583 13,226
Business and economic development .. 47,584 47,523 61 75,676 61,974 13,702 4,229 1,712 2,617 127,489 111,209 16,280
Environment.......... 29,078 29,078 96,236 50,155 46,081 23,185 20,246 2,939 148,499 99,479 49,020
Juvenile services .. 105,794 105,758 36 1,060 1,003 57 11,377 9,422 1,955 118,231 116,183 2,048
State police............ 175,676 175,089 587 35,014 34,689 325 3,158 1,601 1,557 213,848 211,379 2,469

State reserve fund 27,000 27,000 27,000 27,000



€¢

Reversions:

Current year TeVerSIONS .........cccoeeveeuerieenieenieereeeneeeneeennes (32,383) (32,383) (32,383) (32,383)
Prior year reversions. (6,166) 6,166 (10,168) 10,168 (10,541) 10,541 (26,875) 26,875
Total expenditures and encumbrances. 7,375,422 7,373,695 1,727 3,173,152 2,822,670 350,482 3,730,760 3,385,741 345,019 14,279,334 13,582,106 697,228
Changes in encumbrances during fiscal year 1997 (38,133) 38,133 2,906 (2,906) (59,188) 59,188 (94,415) 94,415
Total expenditures . 7,375,422 7,335,562 39,860 3,173,152 2,825,576 347,576 3,730,760 3,326,553 404,207 14,279,334 13,487,691 791,643
Excess of revenues over expenditures ..............c.ceceeeeuene 131,371 241,492 110,121 45,929 45,929 1,099 1,099 131,371 288,520 157,149
Other sources (uses) of financial resources:
Operating transfers in (OU) ........cccoevvvreiereerenirieeneeierereeenene 1,744 1,744 9,639 9,539 (1,099) (1,099) 10,184 10,184
Excess of revenues over expenditures and other
sources (uses) of financial resources............c.cccceueuenee 131,371 243,236 111,865 55,468 55,468 131,371 298,704 167,333
Fund balances, July 1, 1996 ........ccccecevevvirneeennininenieeenenereenene 594,542 594,542 582,476 582,476 1,177,018 1,177,018
Fund balances, June 30, 1997 .......... $ 725913 $ 837,778  $111,865 $ 582,476 $ 637,944 $ 55468 $ — $ — % — $ 1,308,389 $ 1,475,722 $ 167,333

The accompanying notes to the general purpose financial statements are an integral part of these financial statements.



STATE OF MARYLAND

Combining Balance Sheet

Component Unit Proprietary Funds

June 30, 1997

(Expressed in Thousands)

Maryland
Maryland Industrial
Maryland Food Maryland Development
Stadium Center Environmental Financing
Authority  Authority Service Authority Total
Assets:
Cash and cash eqUIVAIENLES ............ccoeveueieieieieieieieieieieieteee ettt esese bbb bbb sesesesesesesenes $ 2,682 $26,728 $ 29,410
Investments.........cccceeerveernnne. .. $ 47539 15,213 4,196 66,948
Other accounts receivable........ 7,428 $ 138 10,099 17,665
Due from primary government.... 53,577 5,124 58,701
Loans and notes receivable, net..... 6,887 6,887
Property, plant and equipment, net...... 372 17,377 16,087 33,836
Investments in direct financing leases. . 258,087 9,106 267,193
Restricted assets .......coeveevvereverennenene 652 652
Other assets .......... ... 130,802 9,622 140,324
TOTAL ASSELS.....cuvveueireereieieieirtete ettt ettt ettt sttt se e nene $504,692 $23,291 $62,709 $30,924 $621,616
Liabilities:
Accounts payable and accrued Habilities .........oocevvereiuerriccieiricesreeeeseeeeseseeeeenene $ 18,239 $ 192 $15,241 $ 115 $ 33,787
Accrued insurance and loan losses .......... 8,989 8,989
Other liabilities .........c.coeveerreenenennee 215 3,060 3,275
Deferred revenue.............c..c.c..... 15,522 32 101 15,655
Loans from primary government. 6,372 6,372
Revenue bonds payable................. ... 304,958 696 33,462 339,116
Accrued self insurance costs... 22 44 669 735
Accrued annual leave............ 256 78 791 1,125
Total HADILEIES . ...coveveveieieieiieicciic ettt 338,997 7,629 53,223 9,205 409,054
Capital:
ContribULEd CAPILAL......cerveeieririeieieieete ettt s e e senens 412 3,631 23,750 27,793
Retained earnings:
RESEIVEM ...ttt ettt ettt a e st et b e b et ettt et aenten 5,526 5,526
Unreserved (AEfiCit)......c.covureerirueirrieieirieietrecicee ettt ae e ene s 165,695 15,250 329 (2,031) 179,243
TOtal CAPILAL ...ttt et et 165,695 15,662 9,486 21,719 212,562
Total liabilities and CaPItal ...........ccccevveeieerireirieieeeeeee ettt $504,692 $23,291 $62,709 $30,924 $621,616

The accompanying notes to the general purpose financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Combining Statement of Revenues, Expenses
and Changes in Retained Earnings
Component Unit Proprietary Funds

for the year ended June 30, 1997

(Expressed in Thousands)

Maryland
Maryland Industrial
Maryland Food Maryland Development
Stadium Center Environmental Financing
Authority  Authority Service Authority Total
Operating revenues:
Charges for Services and SALES ............coceeueueieieiereieiereieeeieieseseseseseseseseseseseseseseseseseseseseseses $ 29,016 $ 4,032 $57,181 $ 113 $ 90,342
OBRET ...ttt ettt ettt ettt ettt et n s 2,115 15 73 2,203
Total OPErating IEVEIUES ......c.cocoveuirirueueirieieiiireeicttereete ettt ae et ae e enenenes 31,131 4,047 57,181 186 92,5645
Operating expenses:
Operation and maintenance of facilitieS........c.coevvevevereireneieree e 10,288 47,909 58,197
General and administrative .................... 2,610 2,061 5,126 713 10,410
Depreciation and amortization 4,970 496 2,913 8,379
Other......cccoeevnereerrccerccenee 184 531 1,826 2,641
Total OPErating EXPEISES......c.covvueuiirreueiriereiiireeetetereser ettt seeaesesesesenes 17,768 2,741 56,479 2,639 79,627
Operating INCOME (10SS) ....ccoveriuiiriiiiinieieiiite et 13,363 1,306 702 (2,353) 13,018
Non-operating revenues (expenses):
INVESTMENt INCOME........ccuiiiiiiiiiiieieeeee ettt st sttt naesbean 6,897 289 722 1,554 9,462
Interest expense... .. (13,978) (56) (2,041) (16,075)
OBRET ...ttt ettt ettt sttt et n s 100 100
Income (10SS) Defore transSfers ..........coovviviiririeririirinie et eeenee 6,282 1,539 (B17) (799) 6,505
Operating transfers in from primary government. .. 17,792 17,792
Operating transfers out to primary government..............ccccccveueeniniiinniieininccniseeennns (870) (870)
Net INCOME (LOSS)..cuerveuiiirieiiieieietrteie ettt ettt ettt sttt eae e 24,074 1,639 (B17) (1,669) 23,427
Add: Depreciation of assets acquired from contributed capital.. 12 869 881
Increase (decrease) in retained earnings...........ccceceeeeenene . 24074 1,551 352 (1,669) 24,308
Retained earnings (deficit), July 1, 1996........ccoccoecivriirninernnieinneeneeenereeeeeneeenene 141,621 13,699 5,503 (362) 160,461
Retained earnings (deficit), June 30, 1997..........cccceeuereriireiirereiereieiereieiereieieeieereeeereneees $ 165,695 $15,250 $ 5,855 $(2,031) $184,769

The accompanying notes to the general purpose financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Combining Statement of Cash Flows
Component Unit Proprietary Funds
for the year ended June 30, 1997

(Expressed in Thousands)

Maryland
Maryland Industrial
Maryland Food Maryland Development
Stadium Center Environmental Financing
Authority  Authority Service Authority Total
Cash flows from operating activities:
Operating INCOME (LOSS) ....c.evruiueireriiueirireeieirieeetees ettt ettt sesseneaesseeaees $ 13,363 $ 1,306 $ 702 $(2,353) $ 13,018
Adjustments to reconcile operating income (loss) to net cash provided (used)
by operating activities:
Depreciation and amoOrtiZation .............cceeveirenieinieneninerere et 4,970 496 2,913 8,379
Effect of changes in assets and liabilities:
Decrease (increase) in assets:
Other accounts receivable........ ..ot (1,098) (24) ® (1,130)
Due from primary government 4,325 (1,202) 3,123
OTNET ASSELS ..cuevviuiieieirteiei ettt sttt ettt ettt st eaene (126,819) 512 1,044 (125,263)
Increase (decrease) in liabilities
Accounts payable and accrued LHabilities .........cccoevveereriecerienieieerereeeeeene (645) 99 1,937 7 1,398
Due to primary government........ 912) 912)
Other liabilities.................... (221) (1,000) (1,221)
Deferred revenue.............cceovvveneeneee. (35) 39 4
Accrued insurance and loan losses .. (717 (717)
Accrued self insurance costs.......... 3 5 (19) (11)
Accrued annUAl IEAVE ...........ceeeruerieieiieieeseece ettt ettt sseeenees 39 (€)) 49 84
Net cash provided (used) by operating activities ...........coceveververereecreneencnnen (105,862) 641 5,865 (3,892) (103,248)
Cash flows from non-capital financing activities:
Revolving loan agreement ...........cccceeveeveerienennnnn. 750 750
Operating transfers in from primary governme 17,792 17,792
Operating transfers out to primary govenment (870) (870)
Net cash provided (used) by non-capital financing activities..........c.c.cccccceuuee 17,792 750 (870) 17,672
Cash flows from capital and related financing activities:
Proceeds from notes payable and revenue bonds ..........cccccecevevienereneneecneneennes 1,723 1,723
Principal paid on notes payable and revenue bonds. (2,232) (€29 (3,403) (5,726)
INterest PAYIMENTS.......c.coiiiiiririeireretc ettt ettt (13,978) (56) (2,041) (16,075)
Acquisition and construction of property, plant and equipment......................... (63,797) (665) (4,736) (59,198)
Decrease in revenue bond debt service account .........c.cccceeueee 135 135
Proceeds from property, plant and equipment sales...................... .. 96,919 126 97,045
Net cash provided (used) by capital and related financing activities... 26,912 677) (8,331) 17,904
Cash flows from investing activities:
Proceeds from sale of INVESTMENLS.........ccccevirvieniirieiieniieieeseeeeeeee e 53,789 53,789
Purchase of investments.................. (593) (196) (789)
Interest and gains on investments . 6,897 289 722 1,554 9,462
Purchase of land held for resale............... (253) (253)
Proceeds from loans and notes receivable 472 472
Lease principal interest payments received .. 1,391 1,391
Net cash provided by investing activities.. 61,158 36 1,520 1,358 64,072
Net decrease in cash and cash equivalents... (196) (3,404) (3,600)
Cash and cash equivalents balance, July 1, 1996........ccccoocecervereirenenenireneeeeereeeees 2,878 30,132 33,010
Cash and cash equivalents balance, June 30, 1997 ..........cccccoevrivrereverererererereerrerenen $ — $  — $ 2,682 $26,728 $ 29,410

The accompanying notes to the general purpose financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Statement of Current Fund Revenues,
Expenditures, and Other Changes
Component Unit Higher Education Fund
for the year ended June 30, 1997

(Expressed in Thousands)

Current Funds CFI{I;EI:
Unrestricted  Restricted Total
Revenues:
Student tUITION AN FEES......iouiiiieiieiiiieteeeee ettt sttt ettt et e s b et e s s e e b e e st ese e st esbe b ensenbansesseebeeneesseseensensensans v $494,698 $ 494,698
Government Srants ANd CONMETACES........coeitrueiriiririerietetet ettt ettt ettt sttt ettt b et b et e b et e b et e b et e st st es et e st et est e b et e be e eb et eb et ebetebenteneatene 68,507 $412,866 481,373
Sales and services 353,067 1,691 354,758
Investment income:
Endowment income 1,541 2,783 4,324
Other 17,751 17,751
OBNET <.ttt ettt st b ettt b et bbbttt s b s sttt e E s b s Rt et bbb Rttt h oAbttt e bbb e bttt E et b b ettt et et se b e st tan 6,518 191 6,709
TOCAL TEVEIIUES ...ttt st et b et et ebe e se e s e snenenene 942,082 417,531 1,359,613
Expenditures and mandatory transfers:
Instruction 564,115 29,691 593,806
Research .... 104,110 240,269 344,379
Public service..........cooooveveenineneinnne 26,154 60,052 86,206
ACAUEINIC SUPPOTT ...eveueenreiiitietieieeetetet et e stesteste et eseettestetessessessessesbeeseessestensessassansensesseeseesseseessensensensensessesseesteseestensensansensensessansenns 125,719 3,247 128,966
SEUAEIIE SEIVICES ...c.ueuviiieiiieiieiet ettt ettt ettt ettt b et s bt b et e bt b et e b et e b et e st et e b e st e b e st e b ea e eb et eb et e b et ebe b ese et enenbenis 72,955 2,714 75,669
Institutional support 169,624 2,429 172,053
Operation and MaiNtENANCE OF PIANE.......cciviiieiiiiieieeereee ettt ettt e e e et et e be st e sbesseebeeseessessensesessesbessesseeseansensensensenss 127,868 14 127,882
Scholarships and fEILOWSIIPS.........ccciueiiiriiiiiie ettt ettt ettt sb et et b e ebe b naene 65,169 53,881 119,050
Hospital . 4,072 23,5621 27,5693
AUKIIATY EIIEEIPTIISES. ...cvvvveririirieteteiesetrtet ettt et st ettt s e et st et ebese st s et et et ebebeseat s et st e b b e s ea e st et e b b eseaea s et st esebesea et et e b ebebenent s et et ebeses e et stesebenen 205,900 1,631 207,531
Total expenditures 1,465,686 417,449 1,883,135
MaNdAtOTY trANSTETS IMN.....c.eviiuiriiiiriiirteirtciet ettt ettt ettt b et bt b et bt e st et e st s b e st et et e b et e b et e b et e b et e bt e e bt st esenaenennene 44) 44)
Mandatory transfers out ..... 57,575 40 57,615
Total expenditures and MaNAAtOry TTANSTETS ..........cccieiiiiiiiiieiiiecieeeeee ettt e e s et e besbesseebeeseessessessessansensanes 1,523,261 417,445 1,940,706
Other transfers and additions (deductions):
NONMANAALOTY TLANSTETS ........iieiiiieiiiteieie ettt ettt ettt b et b et e b et e b et e b et e st b e st et e st et e st e b em e e b enteb et ebebeb et ebe et ebentenesseneatens (66,796) 1,788 (65,008)
Operating transfer from primary government . 643,573 643,573
Excess of transfers to revenue OVer IeStriCtEd FECEIPES.....cciiiiieieieierieiterteste ettt st et e st esbe et e s et esbesaessesbessessaeseessessassensanen 5,257 5,257
Total transfers and other additions 576,777 7,045 583,822
Net (decrease) increase in fUNA DALANCES ..........c.ccevririiuiereeueieiririeieeieietees ettt ee s sas et eaesetessss et sasassessesesensasassesesas $  (4,402) $ 7,131 $ 2729

The accompanying notes to the general purpose financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Statement of Changes in Fund Balances

Component Unit Higher Education Fund

for the year ended June 30, 1997

(Expressed in Thousands)

Current Funds

Endowment
Unrestricted  Restricted Loan Funds Funds Plant Funds Total
Revenues and other additions:
Education and general revenues $ 634,615 $ 771 $ 635,386
Auxiliary enterprise revenues. 307,467 307,467
Government grants and contracts — restricted . $392,729 50 392,779
Private gifts, grants and CONEIACES .........ccveeererirenirenieincenc e 90,459 $ 158 $ 3,876 3,265 97,758
Endowment income . 29 29
INVESTMENT INCOME.......ceiieeiieiiieieieieetee ettt se e eaenene 932 49 35,319 4,502 40,802
Gain on disposal of plant aSSELS .........cccceverieriieiiieieieieeee e 3,158 3,158
Interest on loans receivable.... 1,503 1,503
Retirement of indebtedness .... 31,485 31,485
Expended for plant facilities (including $40,639 charged to
current funds expenditures) 247,239 247,239
Other ....ccovviiiccierccceeene . 178 1,051 3,009 4,238
Total revenues and other additions ...........cccccveciiiiniininniniiiiines 942,082 484,298 2,761 39,224 293,479 1,761,844
Expenditures and other deductions:
Educational and general expenditures .. 1,259,787 415,818 17 1,675,622
Auxiliary enterprise eXpenditures............cooeveeeucreurirenieerereremneneeeerenenneseenes 205,899 1,631 207,530
Indirect cost recovered 61,509 61,509
Loan cancellations, write-offs and refunds, net of recoveries...................... 867 867
Retirement of indebtedness ..........ccecveveiieniiniiniiciiiceeceeree e 31,485 31,485
Interest on indebtedness 23,487 23,487
Expended for plant facilities (including non-capitialized
exXPeNnditures Of $12,242).......ccccvuriieereieiriiieeeieeeiseeseee e sessesneas 218,842 218,842
Disposal of property, plant and equipment.... 24,474 24,474
Other 640 497 329 1,466
Total expenditures and other deductions............ccccceveciriiiiiniinnincnens 1,465,686 478,958 1,507 514 298,617 2,245,282
Net increase (decrease) in fund balances before transfers................... (523,604) 5,340 1,254 38,710 (5,138) (483,438)
Transfers among funds — additions (deductions):
Mandatory:
DEDE SEIVICE ...t (57,168) (40) 57,208
Loan fund matching grant ...........c.ccceceveeneeneenecnenecreeeeeeees . 407) 44 363
Non-mandatory:
Remodeling, renewals and replacements (53,234) (692) 350 53,576
Other (13,562) 2,479 5) (2,549) 13,637
Total transfers among funds (124,371) 1,791 358 (2,199) 124,421
Operating transfers from primary government..............c.coceveveveeercrenne . 643,573 49,668 693,241
Net increase (decrease) in fund balances.........c.cococeeeccreruennnenee . (4,402) 7,131 1,612 36,511 168,951 209,803
Fund balances, JULY 1, 1996 ........ccccoevreieemnininneccereeieereeeereseneseesesesesesessssnnene 80,080 26,956 57,367 72,692 2,388,609 2,625,704
Cumulative effect of accounting change............cocccoveeveenenennenneseeeeeene 786 41,105 41,891
Fund balances, June 30, 1997 .........ccccoveieerninirineeeerereeeenececeeeeseaeesesecseseseesenens $ 76,464 $ 34,087 $58,979 $150,308 $2,657,560 $2,877,398

The accompanying notes to the general purpose financial statements are an integral part of these financial statements.
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STATE OF MARYLAND
Notes to General Purpose Financial Statements

for the year ended June 30, 1997

1. Financial Reporting Entity and Description of Funds and Account Groups:
A. Reporting Entity:

The accompanying financial statements include the various departments, agencies, and other organizational
units governed by the General Assembly and/or Constitutional Officers of the State of Maryland (State).

As required by generally accepted accounting principles, these financial statements present the state
government (primary government) and its component units (entities for which the State is considered to be
financially accountable). The Governmental Accounting Standards Board (GASB) has set forth criteria to be
considered in determining financial accountability. These criteria include the State appointing a voting majority of
an organization’s governing body and (1) the ability of the governing body to impose its will on that organization,
or (2) the potential for the organization to provide specific financial benefits to, or impose specific financial
burdens on the State.

DISCRETE COMPONENT UNITS

These component units are entities which are legally separate from the State, but are financially accountable to
the State, or whose relationships with the State are such that exclusion would cause the State’s financial
statements to be misleading or incomplete. The two Component Units columns of the combined financial
statements include the financial data of these entities.

Colleges and Universities (Higher Education Fund) — Colleges and universities consist of the University of
Maryland System, Morgan State University, St. Mary’s College of Maryland and Baltimore City Community
College. Each entity is governed by its own Board of Regents, or Board of Trustees, whose members are
appointed by the Governor. The colleges and universities are funded through State appropriations, tuition,
federal grants, and private donations and grants. Because the colleges and universities are similar in nature and
function, they have been combined and presented as a single discretely presented component unit. Amounts
for foundations affiliated with the universities and colleges which the College and Universities do not control
in accordance with AICPA Statement of Position 94-3, have not been included in these financial statements
because the colleges and universities do not control a majority of their Boards.

Maryland Stadium Authority (Proprietary Fund Type) — The Maryland Stadium Authority (Authority) was
created as a body corporate and politic and as an independent unit of the Executive Department of the State of
Maryland. The Authority’s purpose is to acquire land, construct, operate and/or manage various capital
facilities in the State. The Board consists of seven members, of which, six are appointed by the Governor, with
the advice and consent of the State Senate, and one whom is appointed by the Mayor of Baltimore City, with
the advice and consent of the State Senate. The Maryland State Legislature and the Board of Public Works
(consisting of the Governor, Comptroller and the Treasurer) have approved all of the projects and bond
issuances of the Authority.

Maryland Food Center Authority (Proprietary Fund Type) — The Maryland Food Center Authority
(Authority) is a body corporate and politic, the governing board of which is composed of twelve members.
Four members are State officials, and eight are appointed by the Governor. The Authority was created to
establish and operate a consolidated wholesale food center within the Greater Baltimore Region and is subject
to State regulations.

Maryland Environmental Service (Proprietary Fund Type) — The Maryland Environmental Service
(Service) was created as a body corporate and politic and is governed by a nine-member Board of Directors.
The Board of Directors and the officers of the Service are appointed and/or approved by the Governor. The
Service helps private industry and local governments manage liquid, solid and hazardous wastes. In
accordance with direction from the Governor, the Service plans and establishes major resource recovery
facilities, solid waste management plans and hazardous waste management programs.

Maryland Industrial Development Financing Authority (Proprietary Fund Type) — The Maryland Industrial
Development Financing Authority (Authority) was established as a body corporate and politic and a public
instrumentality of the State. The Authority consists of nine members, the Secretary of the Department of
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Business and Economic Development, or his designee, the State Treasurer or the State Comptroller, as
designated by the Governor; and seven members appointed by the Secretary of the Department of Business
and Economic Development and approved by the Governor. The Authority provides financial assistance to
enterprises seeking to locate or expand operations in Maryland.

Complete financial statements of the individual component units may be requested from the Comptroller of the
Treasury of the State of Maryland.

B. Fund Accounting:

The State uses funds, account groups, and component units to report its financial position and results of
operations. Fund accounting is designed to demonstrate legal compliance and to aid financial management by
segregating transactions related to certain functions or activities. Funds are separate accounting entities, each with
a self-balancing set of accounts which represent the fund’s assets, liabilities, equity (deficit), revenues and
expenditures or expenses. There are three categories of “fund types”: governmental, proprietary and fiduciary.

GOVERNMENTAL FUND TYPES

Transactions related to the acquisition and use of the government’s expendable financial resources received
and used for those services traditionally provided by governments are accounted for in governmental funds. The
governmental fund measurement focus is the flow of current financial resources and financial position (sources,
uses and balances). Governmental funds include the following:

General Fund:

Transactions related to resources obtained and used for those services traditionally provided by a state
government, which are not accounted for in other governmental funds, are accounted for in the general fund.
These services include, among other items, general government, public safety and judicial, health and mental
hygiene, human resources and education (other than higher education institutions). Resources obtained from
federal grants and used for activities accounted for in the general fund, consistent with applicable legal
requirements, are recorded in the general fund.

Special Revenue Funds:

Transactions related to resources obtained, the uses of which are restricted for specific purposes, are
accounted for in the special revenue funds. The special revenue funds account for resources used for operations
(other than debt service and pension activities) of the Maryland Department of Transportation and the Maryland
Transportation Authority, including construction or improvement of transportation facilities and mass transit
operations.

Debt Service Funds:

Transactions related to resources obtained and used for the payment of interest and principal on general long-
term debt obligations, transportation debt and Maryland Transportation Authority debt are accounted for in the
debt service funds.

Capital Projects Fund:

Transactions related to resources obtained and used for the acquisition, construction or improvement of
certain capital facilities, including those provided to political subdivisions and other public organizations, are
accounted for in the capital projects fund. Such resources are derived principally from proceeds of general
obligation bond issues, federal grants and operating transfers from the State’s general fund.

The State enters into long-term contracts for construction of major capital projects and records the related
commitments as encumbrances. Since the fund’s resources are received, in many cases, after long-term contracts
are executed and recorded as encumbrances, the undesignated fund balance of the capital projects fund reflects a
deficit. This deficit will be funded by future bond proceeds and capital appropriations from the general fund.
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PROPRIETARY FUND TYPE
Enterprise Funds:

Transactions related to commercial types of activities operated by the State are accounted for in the enterprise
funds. The proprietary fund types differ from governmental fund types in that the focus is on the flow of economic
resources which, together with the maintenance of equity, is an important financial indicator. The enterprise funds
include:

1. Economic Development, which consists of direct loan and loan insurance programs of the Maryland
Departments of Housing and Community Development and Business and Economic Development.

2. Maryland State Lottery Agency, which operates the State Lottery.

3. State Use Industries, which utilizes inmate labor from State correctional institutions to manufacture goods,
wares and merchandise to be sold to State agencies, political subdivisions, and charitable, civic,
educational, fraternal or religious associations or institutions.

FIDUCIARY FUND TYPES

Transactions related to assets held by the State in a trustee or agency capacity are accounted for in fiduciary
fund types. Fiduciary fund types include the following:

1. The expendable trust fund, which reflects the transactions, assets, liabilities and fund equity of the
Unemployment Insurance Program. This fund is used to account for the unemployment taxes collected from
employers, federal revenue received and remittance of benefits to the unemployed, and is accounted for on
a flow of current financial resources measurement focus.

2. The State Retirement and Pension System of Maryland and the Mass Transit Administration Pension Plan
reflect the transactions, assets, liabilities and fund equities of the retirement and pension plans administered
by the State and the Mass Transit Administration, and are accounted for using the flow of economic
resources measurement focus.

3. The agency funds, which are custodial in nature and do not present the results of operations or have a
measurement focus. The State uses agency funds to account for the receipt and disbursement of various
taxes collected by the State for distribution to the Federal government and political subdivisions, patient
and prisoner accounts, amounts withheld from employees’ payroll, the amounts the State invests for
political subdivisions on a pooled basis, and amounts withheld from employees and invested in the Deferred
Compensation Plan as directed by the employee.

ACCOUNT GROUPS

Account groups are used to establish accounting control and accountability for the State’s general fixed assets
and the unmatured principal of its general long-term debt and other long-term obligations of governmental fund
types. General fixed assets do not represent financial resources available for appropriation and expenditure, nor
does the unmatured principal of general long-term obligations require current appropriation and expenditure of
governmental fund financial resources.

General Fixed Assets Account Group:

General fixed assets acquired, leased under capital lease agreements or constructed for use by the State in the
conduct of its activities, other than activities accounted for in enterprise funds and the discretely presented
component units (proprietary funds and higher education), are reflected in the general fixed assets account group
when acquired. These fixed assets are stated at cost or estimated historical cost. Donated fixed assets are recorded
at their fair value at the time donated. Depreciation is not provided for general fixed assets, and interest incurred
during construction is not capitalized. Infrastructure assets, consisting principally of highways, roads and bridges,
are not recorded in the general fixed assets account group.

General Long-Term Debt Account Group:

General obligation, transportation and Maryland Transportation Authority bonds payable, capital lease
obligations, accrued self-insurance costs and accrued annual leave related to general governmental activities are
reflected in the general long-term debt account group.
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2. Summary of Significant Accounting Policies:
A. All Funds:
Investments:

Effective July 1, 1996, the State adopted GASB Statement No. 31 “Accounting and Financial Reporting for
Certain Investments and for External Investment Pools.” The adoption of this statement required the State to
report investments at fair value in the combined balance sheet and to recognize changes in fair value as revenue in
the combined statement of revenues, expenditures, other sources and uses of financial resources and changes in
fund balances. (See Note 4.)

Under the State’s Finance and Procurement Article, the State lends securities to broker-dealers and other enti-
ties. The collateral will be returned for the same securities in the future. The state’s custodial bank manages the secu-
rities lending program and receives securities as collateral. The collateral securities cannot be pledged and can only
be sold if the borrower defaults. Collateral securities are initially pledged at 102 percent of the market value of the
securities lent. Securities on loan at year-end are classified for custodial credit risk according to the category for the
collateral received on the securities lent.

Retirement Costs:

Substantially all State employees participate in one of several State retirement systems. (See Note 15.) The
State also provides retirement benefits to teachers and certain other employees of its political subdivisions.
Retirement expenditures for governmental fund types represent amounts contributed by the State for the fiscal
year. Retirement costs have been provided on the accrual basis, based upon actuarial valuations.

Accrued Self-Insurance Costs:

The accrued self-insurance costs represent the State’s liability for its various self-insurance programs. The
State is self-insured for general liability, property and casualty, workers’ compensation, environmental and anti-
trust liabilities and certain employee health benefits. The State records self-insurance expenses in the proprietary
and discretely presented component unit fund types on an accrual basis and the modified accrual basis for the
governmental fund types. The long-term accrued self-insurance costs of the governmental fund types which are not
expected to be funded with current resources are reported in the general long-term debt account group.

Annual Leave Costs:

Principally all full-time employees accrue annual leave based on the number of years employed up to a
maximum of 25 days per calendar year. Earned annual leave may be accumulated up to a maximum of 50 days as of
the end of each calendar year. Accumulated earned but unused annual leave for general government employees is
accounted for in the general long-term debt account group. Liabilities for accumulated earned but unused annual
leave applicable to enterprise funds and the proprietary and higher education component units are reported in the
respective funds.

“Total Memorandum Only” Columns:

The “Total Memorandum Only” columns represent an aggregation of the individual combined financial
statements for the primary government and the reporting entity, and do not represent consolidated financial
information.

Use of Estimates:

The preparation of financial statements in accordance with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenues,
expenditures and expenses in the financial statements and in the disclosures of contingent assets and liabilities.
While actual results could differ from those estimates, management believes that actual results will not be
materially different from amounts provided in the accompanying general purpose financial statements.

B. Governmental Fund Types, Expendable Trust and Agency Funds:

Basis of Accounting:

The accounts of the general, special revenue, debt service, capital projects, expendable trust and agency funds
are maintained and reported using the modified accrual basis of accounting. Under the modified accrual basis of
accounting, revenues susceptible to accrual are recognized in the financial statements when they are both
measurable and available to finance operations during the fiscal year or liquidate liabilities existing at the end of
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the fiscal year. Material revenues susceptible to accrual include: federal grants, personal income taxes, sales and
use taxes, and motor vehicle fuel and excise taxes. Expenditures are recognized when obligations are incurred as a
result of receipt of goods and services. Encumbrances represented by executed and unperformed purchase orders
and contracts, which are approved by the Department of Budget and Management, are recorded as reservations of
fund balance as of the end of the fiscal year. Modifications to the accrual basis of accounting to reflect the
modified accrual basis include the following.

* Interest on long-term obligations reflected in the general long-term debt account group is recognized in the
debt service fund when it becomes payable.

¢ Inventories of materials and supplies are recorded as expenditures when purchased. Such inventories are
not material.

e Expenditures for retirement costs, and employees’ vested annual leave and sick leave are recorded as
expenditures when paid.

Grants:

Revenues from federal reimbursement type grants are recognized when the related expenditures are incurred.
Distributions of food stamp benefits are recognized as revenues and expenditures when the benefits are distributed
to individual recipients.

Income Taxes:

The State accrues the net income tax receivable or refund due based on estimated income tax revenues and
refunds due relating to the fiscal year, that will not be collected or paid until after the fiscal year end. This accrual
is computed based on projected calendar year net tax collections, tax laws in effect, future projections and
historical experience.

Sales and Use Taxes:

The State accrues June sales taxes that are unremitted at year end as a receivable. These taxes are considered
measurable and available since they represent June collections that are remitted to the State in July by merchants
who collect the related sales tax.

Property Taxes:

The State levies an annual tax for the fiscal year beginning July 1 and ending June 30 on all real and personal
property subject to taxation, due and payable each July 1 (lien date), based on assessed values as of the previous
January 1, established by the State Department of Assessments and Taxation at various rates of estimated market
value. Each of the counties, Baltimore City and incorporated municipalities establish rates and levy their own tax
on such assessed values. The State tax rate since 1982 has been maintained at 21¢ per $100 of assessed value.
Unpaid property taxes are considered in arrears on October 1, and penalty and interest of 1% is assessed for each
month or fraction of a month that the taxes remain unpaid. Current collections are 98.7% of the total tax levy for
the fiscal year. Property taxes are accrued to the extent they are collected within 60 days of year end.

FEscheat Property:

Escheat property is property that reverts to the State’s general fund in the absence of legal claimants or heirs.
The escheat activity is reported in the general fund and a liability is recognized for the estimated amount that
ultimately will be reclaimed and paid.

Intergovernmental Expenditures:

General, special revenue and capital projects fund revenues paid to political subdivisions, and bond proceeds
granted to political subdivisions and other public organizations, are recorded as intergovernmental expenditures.
Direct grants and other payments to, or on behalf of, political subdivisions are recorded as current expenditures.

Capital Outlays:

Principally all capital expenditures for the acquisition or construction of State general fixed assets are reported
as capital outlays in the capital projects fund.
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C. Enterprise Funds, Pension Trust Funds and Component Units — Proprietary Funds:
Basis of Accounting:

The accounts of the enterprise funds, pension trust funds and component units — proprietary funds are
maintained and reported using the accrual basis of accounting. Under this method, revenues are recorded when
earned and expenses are recorded at the time liabilities are incurred. For the enterprise funds and proprietary fund
component units the State has selected the option to apply all applicable GASB pronouncements and only FASB
Statements and Interpretations, Accounting Principles Board (APB) Opinions and Accounting Research Bulletins
(ARB) issued on or before November 30, 1989.

Grants:

Revenues from federal reimbursement type grants are recorded when the related expenses are incurred.

Property, Plant and Equipment:

Significant property, plant and equipment of enterprise funds are stated at cost. Depreciation of the cost of
property, plant and equipment of the enterprise funds is provided on the straight-line basis over estimated useful
lives of 25 to 50 years for depreciable real property, 5 to 10 years for building improvements, and 3 to 10 years for
equipment. Construction period interest is capitalized. Repairs and maintenance are charged to operations in the
period incurred. Replacements, additions and betterments are capitalized.

Debt Refinancing:
The gain or loss associated with enterprise fund debt refinanced is deferred and amortized to interest expense
over the life of the debt.

Lottery Revenues, Prizes and Operating Transfers:

Revenues and prizes of the Maryland State Lottery Agency (Lottery) are primarily recognized when drawings
are held. Certain prizes are payable in deferred installments. Such liabilities are recorded at the present value of
amounts payable in the future. State law requires the Lottery to transfer to the State revenues in excess of amounts
allocated to prize awards, operating expenses and capital expenditure. The excess revenues from certain select
games are transferred to the State’s general fund, which then transfers the amounts to the Maryland Stadium
Authority for operations and to cover the State’s capital lease payments to the Maryland Stadium Authority.

Provisions for Insurance and Loan Losses:

Current provisions are made for estimated losses resulting from insuring loans and uncollectible loans. Loss
provisions are based on the current status of insured and direct loans, including delinquencies, economic
conditions, loss experience, estimated value of collateral and other factors which may affect their realization.

Inventories:

Inventories of the enterprise funds are stated at the lower of cost or market, using the first-in, first-out method.

D. Component Units — Higher Education Fund:
Basis of Accounting:

The financial statements of the Higher Education Component Unit have been prepared in accordance with
Governmental Accounting Standards which allow colleges and universities to follow the American Institute of
Certified Public Accountants’ reporting model.

The accounts of the higher education institutions are maintained and reported on the accrual basis of
accounting except for tuition and fees revenue and depreciation expense as explained in the following paragraphs.
Fund Accounting:

The financial activities of the higher education institutions are recorded in funds which classify the various
transactions by specified activities or objectives. Fund balances of current restricted, loan and endowment funds
are reported as reserved for higher education programs and higher education general endowment funds.
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Unrestricted revenue is accounted for in the current unrestricted fund. Restricted gifts, grants, endowment
income and other restricted resources are accounted for in the current restricted fund, loan funds, endowment and
plant funds. Revenue and expenditures are reported in the current restricted fund when financial resources are
used for the current operating purposes for which they have been provided. Transactions related to the various
student loan programs are accounted for in loan funds. Resources dedicated to the acquisition of and investment in
property, plant and equipment are accounted for in the plant funds. To the extent current funds are used to finance
plant assets, these amounts provided are accounted for as (1) expenditures, in the case of normal replacement of
movable equipment and library books; (2) mandatory transfers, in the case of required provisions for debt
repayment and interest, and equipment renewals and replacements; and (3) transfers of a nonmandatory nature in
all other cases. General endowment resources are subject to the restrictions of gift instruments requiring that the
principal be invested in perpetuity and that only the income be utilized.

Grant Revenues:

Revenues from Federal reimbursement type grants are recorded when the related expenditures are incurred in
the restricted and unrestricted current funds. A portion of the fund balance of the restricted current fund
represents cash received in excess of grant expenditures and is subject to refund to the Federal government if not
expended for its intended purpose.

Student Revenues:

Student tuition and fees are fully recognized as revenues in the fiscal year in which the related courses or
activities are principally conducted. Student tuition and fees applicable to future courses and activities, collected
as of the end of the fiscal year, are recorded as deferred revenue.

Accounts and Notes Recetrvable:

An allowance for doubtful receivables is provided for estimated losses expected to be incurred in collection.
The estimated losses are based on historical collection experience and a review of the status of year-end
receivables.

Inventories:

Inventories are stated at the lower of cost or market, using the first-in, first-out method.

Property, Plant and Equipment:

Property, plant and equipment are stated principally at cost as of the date of acquisition or fair value as of the
date of donation in the case of gifts. Consistent with generally accepted accounting principles for governmental
colleges and universities, depreciation expense related to property, plant and equipment is not recorded.

Operating Transfers from the State:

A substantial portion of the higher education fund’s current unrestricted and plant fund expenditures are
funded through appropriations from the State’s general fund and capital projects fund, respectively.

3. Budgeting and Budgetary Control:

The Maryland Constitution requires the Governor to submit to the General Assembly an annual balanced
budget for the following fiscal year. This budget is prepared and adopted for the following five budgetary funds.

General Fund:

The General Fund includes all transactions of the State, unless otherwise directed to be included in another
fund.

Special Fund:

The Special Fund includes the transportation activities of the State, fishery and wildlife funds, shared taxes
and payments of debt service on general obligation bonds. In contrast, the GAAP special revenue funds include
only the operations (other than debt service and pension activities) of the Maryland Department of Transportation
and Maryland Transportation Authority.
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Federal Fund:

The Federal Fund accounts for substantially all grants from the Federal government.

Higher Education Funds:

The Higher Education Fund includes the Current Unrestricted Fund which accounts for unrestricted revenue
used or available for use in carrying out the current operations and the Current Restricted Fund of the State’s
colleges and universities which accounts for restricted gifts, grants and other restricted resources.

Budgetary Fund Equities and Other Accounts:

In addition to the annual budget, the General Assembly adopts authorizations for the issuance of general
obligation bonds. The expenditures of the resources obtained thereby are accounted for in the capital projects
fund. Because capital projects fund authorizations are not part of the annual budget, capital projects fund activities
are not presented in the Combined Statement of Revenues, Expenditures and Encumbrances, Other Sources and
Uses of Financial Resources, and Changes in Fund Balances — Budget and Actual — for the year ended June 30,
1997.

All State budgetary expenditures for the general, special, federal, current unrestricted and current restricted
funds are made pursuant to appropriations in the annual budget, as amended from time to time, by budget
amendments. State governmental departments and independent agencies may, with the Governor’s approval,
amend the appropriations by major function within the budgetary general fund, provided they do not exceed their
total general fund appropriations as contained within the annual budget. Increases in the total general fund
appropriations must be approved by the General Assembly. For the fiscal year ended June 30, 1997, the General
Assembly approved a net decrease in General Fund appropriations of $314,000. Appropriations for programs
funded in whole or in part from the special, federal, current unrestricted or current restricted funds may permit
expenditures in excess of original special, federal, current unrestricted or current restricted funds appropriations
to the extent that actual revenues exceed original budget estimates and such additional expenditures are approved
by the Governor or, in the case of the University of Maryland System, the Board of Public Works. Unexpended
appropriations from the general fund may be carried over to succeeding years to the extent encumbrances are
approved by the Department of Budget and Management, with all other appropriations lapsing as of the end of the
fiscal year. Unexpended appropriations from special, federal, current unrestricted and current restricted funds may
be carried over to the extent of (a) available resources, and (b) encumbrances approved by the Department of
Budget and Management.

The amended budget adopted by the General Assembly for the general, special and federal funds is presented
in the Combined Statement of Revenues, Expenditures and Encumbrances, Other Sources and Uses of Financial
Resources, and Changes in Fund Balances — Budget and Actual — for the year ended June 30, 1997. The State’s
budgetary fund structure and the basis of accounting used for budgetary purposes, which is the modified accrual
basis with certain exceptions, differs from that utilized to present financial statements in conformity with generally
accepted accounting principles. The budgetary system’s principal departures from the modified accrual basis are
the classification of the State’s budgetary funds and the timing of recognition of certain revenues and expenditures.
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A summary of the effects of the fund structure differences and exceptions to the modified accrual basis of
accounting, as of June 30, 1997, follows (amounts expressed in thousands).

Total
Budgetary
EqFSiIEides Financial Statement Funds
and Other Trust Component Units
Accounts Special Debt  Capital and Higher Proprietary

June 30, 1997 General Revenue Service Projects Enterprise Agency Education Funds

Classification of budgetary fund
equities and other accounts into
GAAP fund structure:

General........oceeveeeniieineecneeeaene $ 837,778 $ 837,778
Special.......ccceueunee. 637,944 181,411 $195,759 $ 46,817 $ 16,679 $ 172,029 $ 25,249
Current unrestricted .. 186,006 $ 186,006
Current restricted.........oceceeveveererereneencne 3,634 3,634
Other accounts (a):
Non-budgeted.........cccoeeenreeenereenene. 86,215 77,301 8,769 41 136 32)
Transportation Authority 281,975 213,410 68,565
Debt service transportation bonds 12,818 12,818
Capital projects ......c..ccceevevererereecnne 212,305 112,389 99,916
Enterprise............. 764,604 990 763,614
Expendable trust 800,507 $ 800,507
Pension trust.........coccceveveneenencnnens 24,588,298 24,588,298
Component units:
Higher education........c.cccccccevuueeee. 2,687,858 2,687,858
Proprietary funds.........c.cccceeunenee. 187,345 187,345

Budgetary fund equities and other
accounts classified into GAAP fund
SEIUCHULE: ... $31,287,187 1,097,480 417,938 128,200 129,109 1,035,695 25,388,805 2,877,398 212,562

Accounting principle differences:
Assets recognized in the GAAP
financial statements not recognized
for budgetary purposes:
Cash..cooeiieee e 20,431

Investments..........ccoeueunee. 8,794
Other accounts receivable.. 34,668  (2,180)
Loans and notes receivable.............. 12,500

Liabilities recognized in GAAP
financial statements not recognized
for budgetary purposes:
Accounts payable and accrued
liabilities.....cccoevevreeenenrerererieieeinne (134,514) (8,091)
Deferred revenue.........cc.cocceeverueuencne 32,204

GAAP financial statement fund equities,
June 30, 1997 ......cccccvvvviviiiiici $1,059,063 $420,167 $128,200 $129,109 $1,035,695 $25,388,805 $2,877,398 $212,562

(a) The State’s accounting system is maintained by the Comptroller in compliance with State Law and in
accordance with the State’s Budgetary Funds. In addition to the accounting system maintained by the Comptroller,
certain individual agencies, which are not subject to the State’s budget, maintain accounting systems which are
required to be included to properly present the State’s financial reporting in accordance with generally accepted
accounting principles.

4. Cash and Cash Equivalents and Investments:

Substantially all cash and cash equivalents of the governmental fund types and certain enterprise and fiduciary
funds are maintained by the State Treasurer on a pooled basis. The State Treasurer’s Office invests short-term cash
balances on a daily basis. The investments consist of securities or repurchase agreements. Under the State Finance
and Procurement Article of the Annotated Code of Maryland, Title 6, Subtitle 2, the State Treasurer may only invest
in the following.

* Any obligation for which the United States Government has pledged its faith and credit for the payment of
principal and interest.

* Any obligation that a United States agency issues in accordance with an act of Congress.
* Repurchase agreements that any of the above obligations secure.

* Banker’s acceptances.

* Mutual funds.

e Commercial Paper.
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A significant portion of the investments maintained by the State Treasurer consists of repurchase agreements.
Collateral must be at least 102% of the book value of the repurchase agreements and must be delivered to the State
Treasurer’s custodian for safekeeping. Investments maturing within 90 days of purchase are reported at amortized
cost in the financial statements as cash and cash equivalents.

Investments are classified as to credit risk by the three categories described below.
Category 1 Insured or registered, with securities held by the State or its agent in the State’s name.

Category 2 Uninsured and unregistered, with securities held by the counterparty’s trust department or agent
in the State’s name.

Category 3 Uninsured and unregistered, with securities held by the counterparty, or by its trust department
or agent, but not in the State’s name.

All of the State’s investments held at year-end are subject to classification of credit risk except for those
investments where the State owns units of a whole rather than specific securities and real estate, which by their
nature are not subject to risk categorization. The State’s pooled investments include the Deferred Compensation
Plan, annuity and guaranteed investment contracts, mutual funds, short-term investments and mortgages.

A. Primary Government — Governmental Fund Types, Expendable Trust and Agency Funds:

The bank deposits of the governmental fund types, expendable trust and agency funds of the Primary
Government as of June 30, 1997, were insured or collateralized by securities held by the State or its agent in the
State’s name.

As of June 30, 1997, cash in the amount of $5,217,000 was maintained with fiscal agents and represents
resources transmitted to bond paying agents for which coupons have not been presented. This cash was invested in
mutual funds that invest only in U.S. Treasury and agency obligations.

Reported as cash and cash equivalents are repurchase agreements aggregating $1,378,938,000 (fair value of
collateral of $1,398,527,000) and FHLMC Discount Notes totaling $59,201,000 (fair value of $59,456,000). The
collateral for the repurchase agreements is held by the State’s agent in the State’s name. Reported as cash and cash
equivalents are money market accounts totaling $39,173,000.

Investments are stated at fair value which is based on quoted market prices. The investments as of June 30,
1997, for the governmental fund types, expendable trust and agency funds of the Primary Government are
categorized as follows (amounts expressed in thousands).

Category Fair

1 2 3 Value
REPUICRASE AGTEEINENLS .........ecvereereieieeiereeiseiseessstesaessee s ssessssessesssesssssssessnsensns $ 209,418 $ 209,418
U. S. Treasury and agency obligations 1,214,363 1,214,363
BONAS ..o 2,807 2,807
OBNET ...ttt ettt aenn 5,584 5,584
$1,432,172 1,432,172
Deferred compensation Plan............ccceeeveeeirienieinienieceeeseeeeee et 836,485
Maryland local government investment fund.. 440,127
TTOTAL. ..ttt ettt enn $2,708,784

B. Primary Government — Enterprise and Pension Trust Funds:

The bank deposits of the enterprise funds of the Primary Government as of June 30, 1997, were entirely insured
or collateralized with securities held by the funds or their agents in the funds’ names.

As of June 30, 1997, cash and cash equivalents of the Pension Trust Funds’ totaled $1,052,525,000 which
represented $32,809,000 in cash deposits and $1,019,716,000 of cash equivalents. These cash equivalents, which are
investments with original maturities of less than 90 days, consisted of $418,955,000 of commercial paper,
$10,357,000 of repurchase agreements and $590,404,000 in global pooled short-term funds, which are carried at
market. All of the cash equivalents are categorized as category 1 for investment purposes. Of the $32,809,000
carrying value of deposits as of June 30, 1997, the bank balance of $21,200,000 was uninsured and uncollateralized.

Cash and cash equivalents of the Enterprise Funds as of June 30, 1997, was $163,703,000, most of which was
pooled by the State. Investments of the enterprise funds are stated at fair value which is based on quoted market
prices, adjusted for amortization of premiums and accretion of discounts. The investment policies for all enterprise
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funds, with the exception of the Community Development Administration, are the same as those of the State
Treasurer. The Community Development Administration, an agency of the Department of Housing and Community
Development, is authorized to invest in obligations of the U. S. Treasury, U. S. Government agencies and
corporations, political subdivisions of the U.S., banker’s acceptances, repurchase agreements, corporate debt
securities and certificates of deposit with foreign or domestic banks. The U. S. Treasury and agency obligations and
collateral for the repurchase agreements are held by the enterprise fund’s agent in the enterprise fund’s name.

The Pension Trust Funds (Funds), in accordance with State Personnel and Pensions Article Section 21-123 of
the Annotated Code of Maryland, are permitted to make investments subject to the terms, conditions, limitations,
and restrictions imposed by the Board of Trustees of the State Retirement and Pension Systems of Maryland. The
law further provides that not more than 25% of the assets that are invested in common stocks may be invested in
non-dividend paying common stocks. The Funds’ investments are commingled in four combined investment
accounts. Two investment accounts consist principally of bonds and other fixed income investments, another
consists of pooled real estate funds, real estate investment trusts and directly owned real estate, and the fourth
investment account consists principally of common stocks. Investments of the Funds are stated at fair value which
is based on quoted market prices.

The investments as of June 30, 1997, for the enterprise and pension trust funds of the Primary Government are
as follows (amounts expressed in thousands).

Category Fair

1 2 3 Value
U. S. Treasury and agency obligations............ccceeevevrveerrrenenss $ 830,157 $ 830,157
Repurchase agreements...........cccceeveeuenenne 155,769 155,769
Bonds ..o 7,996,358 7,996,358
Corporate equity securities 13,293,606 13,293,606
$22,275,890 22,275,890
Annuities and guaranteed investment contracts .................... 38,255
Mutual funds ......cccoceeeevieereneineneereeee e 1,864,120
Real Estate .. 401,691
TOTAL......eeieeeeeeee e $24,579,956

The Funds participate in a securities lending program under which specified securities are loaned to
independent brokers, in return for collateral of greater value. All loaned securities are reported as assets on the
combined balance sheet and are included in the preceding categorization of custodial credit risk.

Borrowing brokers must transfer collateral valued at a minimum of 102% of the fair value of domestic
securities and international fixed income securities, or 105% of the fair value of international equity securities on
loan. Collateral is marked-to-market daily. If the fair value of the pledged collateral falls below the specified levels,
additional collateral is required to be pledged by the close of the next business day. In the event of default by a
borrowing broker, the Funds’ custodial bank is obligated to indemnify the Funds if, and to the extent that, the fair
value of collateral is insufficient to replace the loaned securities. The Funds have not experienced any loss due to
credit or market risk on securities lending activity since inception of the program. Further, as of June 30, 1997, the
Funds had no credit risk exposure to borrowers because the fair value of collateral held exceeded the fair value of
securities loaned. As of June 30, 1997, the fair value of loaned securities and the related collateral were as follows
(amounts expressed in thousands).

Fair Value
Loaned Collateral Percent
Securities Securities Received Collateralized
INtEINALIONAl EQUILY ...c.voveveeieieieiieieieiteieeete ettt se et a s se s sesese e sesesessesesensesesenes $ 803,124 $ 848,673 105.67%
Domestic & International Fixed 1,878,904 1,933,829 102.92%
TOTAL .cuveveveeiieteeeteteteste e tese st e e ses s ete et beseses et e s e sesesas s et esasassesasessesesanesesassssesasensesesaseasesaneasesesassesesansesesasansasane $2,682,028 $2,782,502

The Funds may invest in derivatives as permitted by guidelines established by the Board of Trustees of the
State Retirement Pension System of Maryland. Compliance with these guidelines is monitored by the Funds’ staff.
At times, the Funds invest in foreign currency forward contracts, options, futures, collateralized mortgage
obligations, mortgage-backed securities, interest-only securities, and principal-only securities. No derivatives were
purchased with borrowed funds.

Derivatives are used to hedge against foreign currency risk, improve yield, adjust the duration of the fixed
income portfolio, or hedge against changes in interest rates. These securities are subject to changes in value due to
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changes in interest rates or currency valuations. The mortgage-backed securities are subject to prepayment risk
when interest rates are falling. Credit risk for derivatives held by the Funds result from the same considerations as
other counterparty risk assumed by the Funds, which is the risk that the counterparty will be unable to meet its
obligations.

The Funds invest in foreign currency forward contracts to hedge the currency risk in its international and
global portfolios. The following summary shows the foreign currency forward contracts outstanding as of June 30,
1997 (amounts expressed in thousands).

Purchases

Purchase Amount Fair Value

Currency (In Local Currency) as of June 30, 1997
AUSETALAN AOLLAT .....c.eieiieniiiieiecteetee ettt st ettt et e st e et e b e s st st e be e st ensesbeeseentesaesatenbesseensensassaans 7,574 $ 5,679
BEIZIAN FTAINIC ......eueevieiiieieiee ettt sttt et s et et e st s se st e see s e s s e e ese et e senees e st eneesessenseneesn 194,281 5,419
CaANAIAN AOLLAT ...ttt ettt st b b st e a ettt sa et e st e b e b et e st eb et eneese st eneeseebenseneesen 66,965 48,757
Deutsche mark..... . 277,338 159,934
French franc..... . 292,558 50,052
Irish pound.... . 2,101 3,167
TEALIAIL LT ...ttt ettt ettt bbbttt bbb bt eeebeetes 73,222,491 42,988
JAPANESE FOIN...eeueviienierieteteieeeterteste s ste e e te st et e st stesteseasessesees e sensesessenseneese s eneesesenseneesessensesessenseneesensansanens 16,263,891 143,236
Netherlands guilder. . 46,900 24,051
POLISIL ZLOTY ...ttt ettt sttt bttt ettt b et b et a bt 9,684 2,683
POUNA STETTING.......eeeiiieiieiiieiceeee sttt ettt ettt s et et e st ss e s esaesesseneese et ensensesessenaesessensenensn 29,967 49,792
SPANISI PESELA ...ttt e b e st a ettt s a et b e bt ettt e a e et et se b et et eaen 1,600,000 10,887
SWEAISIL KIOMNA ...ttt ettt et st et et e b e s b e e bt et e s et et enbeeseensasbeeseentesaesasentensaannn 180,000 23,340
Swiss franc.... . 96,953 67,003
LS. OIIAT ...ttt ettt sttt 1,377,261 1,377,261
TOLAL PULCRASES .....oeeeeieieieieiiiitet ettt sttt s s st bbb s es s es s s s s s sessessene $2,014,149

Sales

Sale Amount Fair Value

Currency (In Local Currency) as of June 30, 1997
AUSETALAN AOLLAT ......c.veuieiieiiieieteriee ettt ettt s e et be et s s e st e st ebesbe s eneesensenesnesseneeneane 91,717 $ 68,760
Austrian schilling. 9,900 808
Belgian franc........ . 864,000 24,131
CaANAIAN AOLLAT ......evineeiietiieieieiete ettt ettt sttt e b st et e st e st e st s s et eneeb e se e eseebenseneesesseneesessensaneesen 77,831 56,641
DANISI KIOME. ...ttt ettt bt b ettt ettt ebe et besen s et eneneaten 124,109 18,796
Deutsche mark. . 488,617 281,699
French franc......... . 786,599 134,515
Hong Kong dollar . 100,000 12,897
TEISI  POUINA ...ttt ettt et s b et e s et et ese s s e s esaes e senseseesensensesessenaesensensaneasn 2,101 3,167
TEALEAIL LT ...veeniiicicecee ettt ettt et ettt bttt en 196,121,437 115,111
Japanese yen........ 17,458,566 153,542
Netherlands guilder. 280,898 143,880
New Zealand dollar. . 10,614 7,182
POUNA SEEITING. ...ttt ettt ettt b e bt a et et e e b st et e s b e ne et enen 145,287 241,292
SPANISI PESELA .....ecviriiieiietisieieeetetee ettt ettt et e s te st e ebesbe e eseebesseseesesesaesessanseseesensensesessenaesaesensaneesn 6,395,321 43,502
Swedish krona. . 118,049 15,299
SWISS FTAIIC ...ttt ettt st b e st e e bt ae s et e st e b e e b et e st et et et ebe st et ese b e st eneenen 160,954 110,966
LS. AOLIAT ...ttt ettt ettt et sttt b et bbbt ettt bbbt e b s 576,426 576,426
TOLAL SALES.......oeieeeiieiiiieteeeee ettt ettt ettt et sttt et et et e st et et s e s eses et et eseseses et esesebesesesesesesesesetesesetesesesesane $2,008,614

C. Component Units:

Cash and cash equivalents of the Component Units as of June 30, 1997, was $104,784,000, most of which is
pooled by the State except for $7,166,000. The bank balance of cash deposited with financial institutions was
$8,889,000, of which $8,271,000 was collateralized or insured and $618,000 was uninsured and uncollateralized.

Investment accounts established by higher education institutions relate principally to endowments and trust
accounts required by debt instruments. In general, endowment resources can be invested in debt and equity
securities, and trust accounts can be invested only in debt securities. These investments include U.S. Treasury and
agency obligations, certificates of deposit, commercial paper, repurchase agreements, banker’s acceptances and
money market funds.
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The Maryland Stadium Authority’s marketable securities are held by the Bond Trustee. Proceeds to purchase
these marketable securities were derived from various bond issues and any proceeds from the sale of these
marketable securities are restricted to the purpose of the originating bond issue.

The investments of the Maryland Environmental Service (Service) primarily relate to bond indentures. The
Service or its trustee banks are authorized to invest assets related to bond indentures in obligations of the United
States of America, any federal agency, high quality commercial paper or mutual funds that invest in U.S.
Government securities. Additionally, the Service may otherwise invest in securities allowed by the State.

Investments of the Maryland Stadium Authority, Maryland Environmental Service, Maryland Industrial
Development Financing Authority, and the higher education institutions are stated at fair value which is based on
quoted market prices.

The investments as of June 30, 1997, for the discretely presented Component Units are as follows (amounts
expressed in thousands).

Category

Fair

1 2 3 Value
U. S. Treasury and agency obligations...........ccceecevevrreererenenss $ 60,443 $ 9,266 $ 69,709
Corporate debt securities........c..cccee... 9,733 1,225 10,958
Corporate equity securities .... 109,569 109,569
Mortgage backed securities 148 148
OBNET ...ttt ettt 5,634 5,634
$185,427 $10,491 195,918
Mutual FUNAS .....ccooceviieieiineeeeeceeeeeee e 5,414
TOTAL ...ttt $201,332

5. Taxes Receivable:

Taxes receivable, as of June 30, 1997, consists of the following (amounts expressed in thousands).

Funds

Special Debt Trust and
General Revenue Service Agency
INICOINE LAXES....cucecverrieieeteisiectesesseetessse s s sssessesssss e s s s asse bbb e b e s bssesbessessse s ssss e s b ssnse b ssssssesnansesessnansesensnansas $273,870 $141,215
Sales aANd USE tAXES ..covevererrereeireirieieerieseeeeeste ettt seeeesesaens 193,272
Transportation taxes, principally motor vehicle fuel and excise $67,341
Unemployment compensation taXes..........cocoeveeerervenenenereeserenne 84,482
Other taxes, principally alcohol, tobacco and property 19,862 $6,227

Taxes receivable, Net........cceeveveveeeeeevereeeereeeeereerererenenas $487,004  $67,341 $6,227 $225,697
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6. Due From/To Other Funds:

Interfund receivables and payables, as of June 30, 1997, consist of the following (amounts expressed in

thousands).
Receivable Fund Payable Fund Amount
General Fund Special Revenue Fund — Maryland Department of
Transportation $ 3,062
Pension Trust Fund — State Retirement System 4,092
Enterprise Fund — Loan Programs 1,443
Enterprise Fund — Maryland State Lottery Agency 33,159
Special Revenue Fund — Maryland Department of
Transportation General Fund 252,614
Enterprise Fund — Loan Programs 1,000
Special Revenue Fund — Special Revenue Fund —
Maryland Transportation Authority Maryland Department of Transportation 13,468
Agency Funds —
Local Income Taxes General Fund 654,713
Pension Trust Fund —
State Retirement System Mass Transit Administration Pension Plan 10,819
Enterprise Funds —
Economic Development —
— Insurance Programs General Fund 101,699
— Loan Programs General Fund 71,733
Maryland State Lottery Agency General Fund 41,412
State Use Industries General Fund 8,560
Components Units —
Higher Education Fund General Fund 292,949
Maryland Stadium Authority General Fund 53,677
Maryland Food Center Authority General Fund 5,124

7. Loans and Notes Receivable and Investment in Direct Financing Leases:

A. Loans and Notes Receivable:

Loans and notes receivable, as of June 30, 1997, consist of the following (amounts expressed in thousands).

Primary Government

Component Units

Special Debt Capital Higher Proprietary
General Revenue Service Projects Enterprise Education Fund Types
Notes receivable for advances of bond proceeds:
Political subdivisions:
Water quality Projects...........ccoeeeveverevevereerereeneesennn. $ 9,010 $ 238,910
Construction............. $16,000 103
Other......c.coeveeueiirieeerieieene 3,149 $6,887
Hospitals and nursing homes.. 15,167
Permanent mortgage loans............. 2,346,504
Student and health profession loans... $63,132
Shore erosion loans.............ccccueuen. $15,060
ONET ...ttt $1,046 4,113
1,046 16,000 27,429 15,060 2,685,414 67,245 6,887
Less allowance for possible loan losses 359 15,695 9,188
Loans and notes receivable, Net.............cccceveeeerevererrnnnes $1,046 $16,000  $27,070  $15,060  $2,569,719 $58,057 $6,887

Notes receivable for advances of general obligation bond proceeds bear interest at rates ranging from 9.2% to

13.9% and mature over approximately 40 years.

Water quality project loans consist of loans to various local governments and other governmental entities in the
State for wastewater projects under the United States Environmental Protection Agency’s (EPA) Capitalization
Grants for State Revolving Funds federal assistance program.

The permanent mortgage loans consist of financing for single and multi-family projects, rental projects, small
businesses, industrial sites and various other purposes.

Student and health profession loans are made pursuant to student loan programs funded through the U. S.

Government.

B. Investment in Direct Financing Leases:

As of June 30, 1997, the Maryland Environmental Service (Service) has direct financing leases with the State of

Maryland. The present value of the direct financing leases as of June 30, 1997, is $9,106,000. As of June 30, 1997, the
Service held $5,972,000 to be spent to complete assets under these direct financing leases. Lease payments
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receivable (including unearned interest) for each of the five succeeding fiscal years and thereafter, including
repayment of amounts to be spent, consist of the following (expressed in thousands).

1908, .. ettt ettt ettt b bttt h ettt h et Ao s st b e a et b e Rt a e Ao b e At s e R et e b e a et A e b e a et e b e st e A e sttt s en et ebe st b benen e et ebeetetene $ 1,702
1999.. 1,292
2000.. 1,291
2001.. 1,297
2002......ccciereenne 1,291
2003 and thereafter. 14,272
Total.....cccoeveenreccnenenee 21,145
LesS: UNEAITIEA INCOINE .......coouieiieieiieiieiesitetente et et e st et e tesaeetete e st esbesbeestesbesaeeasentesseessassesstentessesasenbesseensansesssentessesasensenseennn 6,067
15,078

Restricted investments related to unexpended bond ProCeeds...........coooevevieirerenirinienienenereeeeseseeeeeseeseeaens 5,972

Net investments in direct fINANCING LEASES.......c.ccevuiiiuiriiriiiriricte ettt ettt sa et be st b et eeae e $ 9,106

As of June 30, 1997, the Maryland Stadium Authority (Authority) has direct financing leases with the State of
Maryland. The present value of the direct financing leases as of June 30, 1997 is $258,087,000. As of June 30, 1997,
the Authority held $47,013,000 to be spent to complete assets under these direct financing leases. Lease payments
receivable (including unearned interest) for each of the five succeeding fiscal years and thereafter, including
repayment of amounts to be spent, consist of the following (expressed in thousands).

1908, ..ttt ettt b et bttt h et A e st e he R et e b et et h e Rt a £ Ao b e ALtk e st et ea et b e s ea e e be st et e b et ese st et ene e b e s et e $ 24,465
1999ttt bbbt e et a et ae s n et s st ee 25,063
2000...... ettt ettt ettt ettt b et s b et b et b b st h Rt b bt s e bRt e bttt b Rt b e Rt st b st e e bt b b et et be et e b e e naenen 26,5564
2001ttt ettt h et et b ettt h et e A ea et e A e At b e s e a e ee e b e At oA e sttt R e At ebeae et b e st et e be et ek e s et ebene st seseneetenan 26,5564
2002ttt et sttt s e s e R a et a bRt e h et e b st e bt s a ettt se e s s et neenen 26,658
20083 ANA TRETEATTET ... .c.eevieveieeiieieeeeeteteeetert ettt et e e st et e e e tesse e esestesteseesasseseesessanseseesansessesessenseseasenseseesansensesessanseseasesanees 488,899
TOTAL ...ttt sttt ettt ettt bbbt b et b et a et h et e b st e bt s bttt se et en et e beseas 618,193
LesS: UNEAIMIEA INCOINE ........ocueriiiiiiieiieiesieeitete et eteste st e b e stesaeetesteest e besbeestestesaeeasensaestensenseestensesaeessensenseensansasseensassesanensans 313,093
305,100

Restricted investments related to unexpended bond ProCeeds...........coccvereieierenieenieniennenienteeeesee e 47,013

Net investments in direct fINANCING LEASES.........ccevuiriiuiriiriiiiirtcteteeeetet ettt ettt sttt eaeeae e $258,087

8. Property, Plant And Equipment:

A. Enterprise Funds:

Property, plant and equipment of the Enterprise funds, as of June 30, 1997, consists of the following (amounts
expressed in thousands).

Structure and improvements... .. $ 814
FEQUIEDITIEIIE ...ttt ettt ettt st a et e st e st et et et e st ss e st e st b e s ene e s et en s e ne et et e st e s e s en s e s e ebenteneeae et e st eneebe s eneenen 22,500
23,314

Less: accumulated dEPIECIALION ........cceveiruerieieieieieirieteeee et te et ste st e ee e sse st eseeseneesessesseseesessensesaesensensssessansesessensensesen 18,853
L0 7Y PRSPPIt $ 4461

B. General Fixed Assets:

General fixed assets activity by asset classification for the year ended June 30, 1997, are as follows (amounts
expressed in thousands).

Balance
Balance Transfers June 30,
Classification July 1,1996  Additions  Deletions in (out) 1997

Land and improvements ...... $1,239,203 $ 8,327 $ 652 $ 14,581 $1,261,459
Structure and improvements... 5,782,068 164,691 8,984 24,823 5,962,598
Equipment ..........cccoeeenennenee. 1,515,924 82,288 41,876 13,540 1,569,876
Construction in progress . 594,833 261,615 (52,944) 803,504
TOTAL ...ttt ettt ettt $9,132,028 $516,921 $51,512 $ — $9,597,437
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C. Component Units:

Property, plant and equipment of the discretely presented Component Units, as of June 30, 1997, consists of the
following (amounts expressed in thousands).

Higher Education Fund  Proprietary Funds

Land and improvements (proprietary funds include $1,378 of land held

FOr AEVELOPIMENIE).....cvceeieieiieieieieeecee ettt nees $ 216,760 $ 4451
Structure and improvements.. 2,048,006 41,791
Equipment .........cccocoeveeieninnes 573,246 12,314
CONSErUCHION IN PLOZBIESS ...euvviiiieniriiriiteiieieste ettt sttt neas 185,722 66

3,023,734 58,622
Less: accumulated depreciation ..........coeccevevereeerenieninenenieceeneceeseeseeeeee e 24,786
TOTAL. ...ttt $3,023,734 $ 33,836

9. Long-Term Obligations

A. General Long-Term Debt:

Changes in general long-term debt, for the year ended June 30, 1997, are as follows (amounts expressed in
thousands).

Obligations
Maryland Accrued Obligations Under Capital
General Transportation Self- Accrued Under Leases with Total
Obligation Transportation Authority Insurance Annual Capital Component  Long-Term
Bonds Bonds Bonds Costs Leave Leases Units Obligations
Balance, July 1, 1996..........cccceueuenee. $2,859,939 $979,880 $408,431 $115,366 $146,694 $ 99,840 $213,396 $4,823,546
Bond issuances 410,000 50,000 460,000
Bond accretion 3,287 3,287
New obligations under capital
1EASES ... 6,599 55,601 62,200
Reduction in bond principal............. (244,545) (94,525) (19,780) (358,850)
Retirements of obligations under
capital 1eases........coceceeevrevcnennenenne. (20,592) (1,804) (22,396)
Net increase in accrued self-
iNSUrance CoStS..........cocevvevvevrennene 8,529 8,529
Net decrease in accrued annual
leave ......ccoeceveecnnns (2,354) (2,354)
Balance, June 30, 1997...................... $3,025,394 $935,355 $391,938 $123,895 $144,340 $ 85,847 $267,193 $4,973,962

General Obligation Bonds —

General obligation bonds are authorized and issued primarily to provide funds for State owned capital
improvements, including facilities for institutions of higher education and the construction of public schools in
political subdivisions. Bonds have also been issued for local government improvements, including grants and loans
for water quality improvement projects and correctional facilities, and to provide funds for loans or outright grants
to private, not-for-profit cultural or educational institutions. Under constitutional requirements and practice, the
Maryland General Assembly, by a separate enabling act, authorizes loans for particular objects or purposes.
Thereafter, the Board of Public Works, a constitutional body comprised of the Governor, the Comptroller of the
Treasury and the State Treasurer, by resolution, authorizes the issuance of bonds in specified amounts for part or
all of the loans authorized by particular enabling acts.

General obligation bonds, which are paid from the general obligation debt service fund, are backed by the full
faith and credit of the State and, pursuant to the State Constitution, must be fully paid within 15 years from the
date of issue. Property taxes, debt service fund loan repayments and general fund appropriations provide the
resources for repayment of general obligation bonds. During fiscal year 1997, the State issued $410,000,000 of
general obligations with related issuance costs of $174,000.

Bonds issued after January 1, 1988, are subject to redemption provisions at the option of the State.

As of June 30, 1997, the State has $310,515,000 of defeased debt outstanding, none of which was defeased
during the year ended June 30, 1997.
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General obligation bonds issued and outstanding, as of June 30, 1997, are as follows (amounts expressed in
thousands).

Interest Principal Principal

Issue Maturity Rates Issued Outstanding
7/8/82 1986-1998 11.00-11.20 140,495 18,265
12/8/82 1986-1998 8.30-8.40 126,735 16,025
6/30/83 1986-1998 8.20-8.40 125,000 14,945
3/7/84 1987-1999 8.00-8.20 116,700 26,770
9/6/84 1988-2000 8.50-9.00 138,990 46,145
3/13/86 1989-2001 6.40-6.50 124,585 51,720
7/24/86 1990-2002 6.50-6.70 164,645 79,565
7/9/87 1991-2003 6.30-6.50 144,860 80,475
1/7/88 1991-2003 6.50-7.00 80,000 13,180
5/17/88 1991-2003 5.20-6.875 80,000 13,180
10/25/88 1991-2003 6.00-7.00 80,000 19,165
3/1/89 1992-2004 6.25-6.80 80,000 19,155
7/18/89 1992-2004 6.40-6.50 80,000 24,775
3/3/90 1993-2005 6.00-6.70 130,000 40,265
5/1/90 1995-2000 6.10-6.60 24,227 7,713
7/17/90 1994-2006 6.40-6.80 95,000 44,265
10/16/90 1994-2006 6.10-7.10 95,000 35,610
3/26/91 1994-2006 5.50-6.50 95,000 53,375
7/1/91 1996-2001 5.60-6.10 11,787 3,841
7/23/91 1996-2007 5.50-6.50 100,000 72,625
10/22/91 1996-2007 5.10-6.10 120,000 99,715
5/27/92 1996-2007 4.40-6.00 120,000 99,655
2/2/93 1996-2008 4.75-5.50 130,000 115,305
6/3/93(a) 1994-2008 4.50-5.50 278,150 256,815
10/21/93(a) 1996-2009 3.00-4.75 283,545 270,390
3/3/94(a) 1996-2009 3.50-4.75 184,210 174,040
6/2/94 1997-2009 4.875-5.50 120,000 113,415
10/20/94 1998-2010 5.00-6.00 160,000 160,000
3/23/95 1998-2010 5.00-5.70 175,000 175,000
10/26/95 1999-2011 4.50-5.125 150,000 150,000
2/29/96 1999-2011 4.00-4.90 170,000 170,000
6/20/96 1999-2011 5.00-5.25 150,000 150,000
10/24/96 1999-2011 5.00 170,000 170,000
3/13/97 2000-2012 5.00 240,000 240,000
$4,483,929 $3,025,394

(@) Includes refunding debt
General obligation bonds authorized but unissued as of June 30, 1997, total $1,124,656,000.

As of June 30, 1997, general obligation debt service requirements for principal and interest in future years are
as follows (amounts expressed in thousands):

Years Ending Years Ending
June 30, Total June 30, Total

1998.. .. $411588 2006.. $267,002
1999.. . 386,933 2007.. 234,584
2000.. 410,092 2008.. 197,074
2001.. 385,110 2009.. 168,832
2002.. 362,953 2010.. 129,213
2003.. 344,457 2011.. 92,698
2004.. 309,954 2012 43,356

291,254

On July 30, 1997, general obligation bonds aggregating $250,000,000 were issued. The interest rates on this
issue range from 4.75% to 5.0% and the bonds mature serially through 2012.

Transportation Bonds —

Transportation Bonds outstanding as of June 30, 1997, are as follows (amounts expressed in thousands).

Outstanding
Consolidated Transportation Bonds — 3.9% to 6.7%, due serially through 2011 ........ccccccoiriiiiiininnininereeeeere et seeeeene $490,850
Consolidated Transportation Bonds, Refunding — 3.6% to 4.5%, due serially through 2005... . 433,530
County Transportation Bonds — 5.3% to 6.2%, due serially through 2006............c.cccovvevennee 10,975
$935,355

Consolidated Transportation Bonds are limited obligations issued by the Maryland Department of
Transportation (Department) for highway, port, airport or mass transit facilities, or any combination of such
facilities. The principal must be paid within 15 years from the date of issue.
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As provided by law, the General Assembly shall establish in the budget for any fiscal year a maximum
outstanding aggregate amount of these Consolidated Transportation Bonds as of June 30 of the respective fiscal
year that does not exceed $1,200,000,000. The aggregate principal amount of those bonds that was allowed to be
outstanding as of June 30, 1997, was $1,100,000,000. The aggregate principal amount of Consolidated
Transportation Bonds outstanding as of June 30, 1997, was $924,380,000. Consolidated Transportation Bonds are
paid from the transportation debt service fund. Principal and interest on Consolidated Transportation Bonds are
payable from the proceeds of certain excise taxes levied by statute and a portion of the corporate income tax
credited to the Department. These amounts are available to the extent necessary for that exclusive purpose before
being available for other uses by the Department. If those tax proceeds become insufficient to meet debt service
requirements, other receipts of the Department are available for that purpose. The holders of such bonds are not
entitled to look to other State resources for payment.

Under the terms of the authorizing bond resolutions, additional Consolidated Transportation Bonds may be
issued, provided, among other conditions, that (i) total receipts (excluding Federal funds for capital projects, bond
and note proceeds, and other receipts not available for debt service), less administration, operation and
maintenance expenses, for the preceding fiscal year, equal at least two times the maximum annual debt service on
all Consolidated Transportation Bonds outstanding and to be issued, and that (ii) total proceeds from pledged
taxes equal at least two times the maximum annual debt service on all Consolidated Transportation Bonds
outstanding and to be issued.

County Transportation Bonds are issued by the Department and the proceeds are used by participating
counties and Baltimore City to fund local road construction, reconstruction and other transportation projects and
facilities, and to provide local participating funds for federally-aided highway projects. Debt service on these bonds
is payable from the counties’ and Baltimore City’s shares of highway user revenues.

Legislation was enacted during the 1993 session of the General Assembly that established an alternative
County transportation bond program. This new legislation provides features similar to the previous program
except that the County transportation debt will be the obligation of the participating counties rather than the
Department.

On December 1, 1996, Consolidated Transportation Bonds in the amount of $50,000,000 were issued by the
Department with a premium of $118,080. The Bonds are dated December 1, 1996, with maturities ranging from
December 1998 to December 2011, at an interest rate of 5.0%.

As of June 30, 1997, Transportation bond debt service requirements for principal and interest in future years
are as follows (amounts expressed in thousands).

Total
Transportation
Consolidated County Bond Debt
Years Ending Transportation Transportation Service
June 30, Bonds Bonds Requirements
$142,769 $5,338 $148,107
133,249 869 134,118
133,386 869 134,255
106,334 873 107,207
109,888 878 110,766
115,087 886 115,973
117,930 885 118,815
119,495 891 120,386
84,524 888 85,412
45,586 892 46,478
29,782 29,782
21,257 21,257
16,918 16,918
6,600 6,600
6,300 6,300

Maryland Transportation Authority Bonds —

The Maryland Transportation Authority (Authority) has issued Transportation Facilities Projects Revenue
Bonds, Series 1991 and 1992, which are payable solely from the revenues of the transportation facilities projects.
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Bonds outstanding as of June 30, 1997, are as follows (amounts expressed in thousands).

Series 1991 Revenue bonds, maturing in annual installments from $5,305 to $9,380 from July 1, 1997, to July 1, 2006,

with interest rates ranging from 6% to 6.5%, payable semiannually.............cccoceverircereneeeeneenne $ 71,260
Series 1992 Revenue bonds, maturing in annual installments from $5,360 to $14,570 from July

with interest rates ranging from 4.6% to 5.8%, payable Semiannually .............cccceererriininieinienenireneec et 89,065
Capital appreciation bonds maturing in annual installments of original principal and an accreted amount ranging from

$3,000 to $15,420 from July 1, 2004, to July 1, 2015, with approximate yield to maturity of 6% to 6.35%..........cccccourue.n.. 55,008
Current interest term bonds with interest payable semiannually at 5.75%, due July 1, 2015.......cccccvvivireinenennenenncreenes 27,020
Series 1994, Special Revenue bonds maturing in annual installments from $3,485 to $12,230 from July 1, 1997 to

June 30, 2020, with interest rates ranging from 4.10% to 6.30% payable semiannually.........c.cc.cccoveuerenrrrerinnecreneencrennenens 149,585

L] 7Y OO OO OO PUPOPPPPPPROO $391,938

The Series 1991 revenue bonds, maturing after July 1, 2001, are subject to redemption at the Authority’s option
on or after July 1, 2001, at redemption prices ranging from 100% to 102% of the principal amount. The debt service
requirement for the Series 1991 revenue bonds in the amount of $9,989,700 has been satisfied through a surety
bond.

With respect to the Series 1992 revenue bonds, $13,130,000 of the current interest term bonds stated to mature
on July 1, 2015, are subject to mandatory sinking fund redemption on July 1, 2014, at a redemption price equal to
the principal amount plus accrued interest. The debt service reserve requirement has been satisfied by a
$17,689,000 deposit of cash and investments with the trustee. The current interest serial bonds stated to mature on
July 1, 2013, and the balance of the current interest term bonds stated to mature on July 1, 2015, are subject to
redemption at the option of the Authority on or after July 1, 2002, without premium. The capital appreciation bonds
are not subject to early redemption. Capital appreciation bonds payable as of June 30, 1997, include an accreted
amount of $14,114,000.

During the year ended June 30, 1994, the Authority issued $162,580,000 of Series 1994 Special Revenue bonds
to partially finance the development and operation of projects at Baltimore/Washington International Airport (the
Airport Facilities Project). Principal and interest are payable solely from “Passenger Facility Charges” received by
the Maryland Aviation Administration and, in accordance with the Trust Agreement, deposited with the Trustee or
in the general account maintained by the Authority. The Series 1994 Special Revenue bonds do not constitute a
debt or pledge of faith and credit of the State, the Maryland Department of Transportation, or the Maryland
Aviation Administration.

In July 1997, the Authority made payments of $7,480,000 towards principal for the early redemption of a
portion of the Series 1994 Special Revenue bonds.

As of June 30, 1997, Maryland Transportation Authority Bond debt service requirements for principal and
interest in future years are as follows (amounts expressed in thousands).

Years Ending Years Ending
June 30, Total June 30, Total

$34,075 $30,214
34,080 30,215
34,090 30,211
34,107 30,214
34,125 30,211
34,149 22,621
38,935 13,015
40,126 13,015
40,159 13,013
40,201 13,013
30,218
30,210
30,212
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Obligations Under Capital Leases —

Obligations under capital leases as of June 30, 1997, bore interest at annual rates ranging from 3.5% to 7.7%.
The capital leases with component units include capital leases with the Maryland Stadium Authority, which are
being paid with the net proceeds transferred from certain Lottery games and capital leases with the Maryland
Environmental Services. Following is a schedule of annual future minimum payments under these obligations,
along with the present value of the related net minimum payments as of June 30, 1997 (amounts expressed in
thousands).

Capital Lease Obligations With

Years Ending

June 30, Third Parties Component Units
$ 20,505 $ 26,167
16,193 26,355
12,360 27,845
10,668 27,851
9,343 27,949
41,630 503,171
Total future MINIMUIM PAYINEIIES ........eovereiriirieietieerteteere et e e st et seste e esessesaeseesessensesessensenessessenseseene 110,699 639,338
Less amount representing interest................. 24,852 372,145
Present value of net minimum payments $ 85,847 $267,193

B. Long Term Obligations — Enterprise Funds —

The enterprise fund long-term obligations as of June 30, 1997, consists of the following (amounts expressed in
thousands).

Community Development Administration Revenue Bonds.........cccccoceeeevienieriinnieneniieneneenene $2,297,720
Maryland Water Quality Financing Administration Revenue Bonds.........cc.cocecvevevircnennene. 157,849

Total Revenue BONAS...........cociiiririeiniinieirenietcteeset ettt ettt ettt 2,455,569
Maryland State Lottery Agency Notes Payable.........cocoooiviniininenniineieceeeeeeeeeeseeenes 6,503
Accrued Self-INSUTANCE COSES .....ccveirrerieiririeieirtesieteesteeeesteeeessesseseesessessesessassesessessessesassensens 332

Accrued ANNUAL LEAVE ....cc.cooviviieiieiieieieieeteteseet ettt et st et saesae s e e tesse et esaesseesessesasensans 764
Total long-term ODLIGALIONS. ......c.coerueirririeriiirietcteteeiet ettt ettt sae e $2,463,168

Maturities of enterprise funds notes payable and revenue bond principal are as follows (amounts expressed in
thousands).

Maryland Maryland

Community Water Quality State
Years Ending Development Financing Lottery
June 30, Administration  Administration Agency
T8ttt $ 81,984 $ 8285 $4,178
1999.. 52,174 8,360 2,325
2000... 54,335 8,765
2001.. 54,922 9,195
2002......cceiriiiinnns 55,493 9,630
2003 ANA TRETEATTET ......c.eeueieeieeieieieieere ettt ettt et eseste e esessesseneesenseneenessenseseesensenees 1,998,812 113,614
$2,297,720 $157,849 $6,503

Community Development Administration (Administration) — Revenue Bonds:

The Administration, an agency of the Department of Housing and Community Development, has issued
revenue bonds, the proceeds of which were used for various mortgage loan programs. Assets aggregating
approximately $2,574,572,000 and revenues of each mortgage loan program are pledged as collateral for the
revenue bonds. Interest rates range from 3.4% to 14%, with the bonds maturing serially through May 2036. The
principal amount outstanding as of June 30, 1997, is $2,297,720,000. Substantially all bonds are subject to
redemption provisions at the option of the Administration. Redemptions are permitted at rates ranging from 100%
to 103% of the outstanding principal amount.

Subsequent to June 30, 1997, the Administration issued and redeemed a total of $287,360,000 and $202,740,000,
respectively, of revenue bonds.
Maryland Water Quality Financing Administration (Administration) — Revenue Bonds —

The Administration, an agency of the Department of Environment, has issued revenue bonds for making loans.
Interest rates range from 3.7% to 6.9% with principal of $137,299,000 due serially from September 1, 1996 to
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September 1, 2014, and term bonds aggregating principal of $20,550,000 due from September 1, 2013 to 2015. These
bonds are payable solely from the revenue, money or property of the Administration.

The bonds are subject to redemption provisions at the option of the Administration. Redemptions are
permitted at premiums ranging up to 2.5% of the outstanding principal amount.

As of June 30, 1997, the Administration had $37,510,000 of debt defeased. The loss of $3,677,000 from the
defeasance is being deferred and amortized through interest expense through the year 2011.

Maryland State Lottery Agency (Lottery) — Notes Payable —

As of June 30, 1997, the Lottery had notes payable outstanding related to the financing of certain gaming
equipment. The balance outstanding as of June 30, 1997, is $6,503,000. Interest rates on the notes range from 4.6%
to 6.7%.

C. Long Term Obligations — Component Units:

Higher Education Fund —

Certain State higher education institutions have issued revenue bonds and mortgage loans payable for the
acquisition and construction of student housing and other facilities. Student fees and other user revenues
collateralize the revenue bonds. The mortgage loans payable are collateralized by real estate. Interest rates range
from 4.3% to 7.2% on the revenue bonds with the rate being 3% on the mortgage loans payable. In June 1992, and
during the year ended June 30, 1997, the University of Maryland System issued serial Equipment Loan Program
Obligations to finance the acquisition of new equipment and to refinance the balance of amounts due under certain
installment purchase agreements for equipment then in the possession of the System. Payments of principal and
interest, at rates ranging from 2.6% to 6.15%, are to be made semiannually through 2007. The Equipment Obligations
are callable, at the option of the System, at premiums of no more than 2% of the outstanding principal, beginning in
2003. Maturities of principal are as follows (amounts expressed in thousands).

Years Ending Equipment Loan Mortgages
June 30, Program Obligations Revenue Bonds and Other Total
1998 $ 1,665 $ 25,770 $ 2,626 $ 30,061
1999.....cvvnenee 1,750 27,388 2,169 31,307
2000..........c..... 1,595 29,106 1,968 32,669
2001............... 1,690 27,243 1,814 30,747
2002....c.cieeereieiennes 1,775 24,963 1,890 28,628
2003 and thereafter 36,232 373,021 2,892 412,145
$44,707 $507,491 $13,359 $565,557

The bonds issued are the debt and obligation of the issuing higher education institutions and are not a debt and
obligation of, or pledge of, the faith and credit of the State.

On July 2, 1997, the University of Maryland System issued $60,000,000 of University of Maryland System
Auxiliary Facility and Tuition Revenue Bonds, 1997 Series A (the 1997 Series A bonds). The 1997 Series A bonds
consist of serial and term bonds maturing through the year ended June 30, 2017, with stated rates of interest from
4.1% to 5.1%, and were issued at an aggregate discount of $235,000.

Obligations under capital leases of $6,914,000 exist as of June 30, 1997, bearing interest at annual rates ranging
from 3.7% to 8.0%. Following is a schedule of annual future minimum payments under these obligations, along with
the present value of the related net minimum payments as of June 30, 1997, (amounts expressed in thousands).

Years Ending

June 30, Amount

$ 800

753

672

659

701

2003 ANA TRETEATTET ......c..evieteieeietiieieeeieete ettt ettt et sa et ese b e s esessesteseesessensesessanen 9,472
Total future MINIMUM PAYIMENLES ........eeveeeeiriiieieireeeeeeee et sreseesaesessens 13,057
Less amount representing interest..........c.coeveirirerierinenicnieeneneeeescee et seeeeeenee 6,143
Present value of net minimum PAYIMENLS .........ccceerverieiirierieieerieieeseseeesesaeeeesseseeseesenee $ 6,914
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Proprietary Fund Type —

Maturities of component unit — proprietary fund type revenue bond principal and notes payable are as follows
(amounts expressed in thousands).

Maryland Maryland Maryland
Years Ending Stadium Food Center Environmental
June 30, Authority Authority Service Total
1998...oiviieene $ 4,280 $ 97 $ 3,797 $ 8174
1999...iiine 5,165 104 2,789 8,058
2000......cceerennen 6,980 112 2,953 10,045
2001....ccieirnnne 7,410 120 1,964 9,494
2002....c.ceeereenne 7,870 128 1,647 9,645
2003 and
thereafter.......... 273,253 135 20,312 293,700
$304,958 $696 $33,462 $339,116

Maryland Stadium Authority (Authority) — Revenue Bonds —

The Authority has issued various lease revenue bonds and notes to finance the construction of the baseball and
football stadium, and convention center expansions in Baltimore City and the Town of Ocean City. The outstanding
debt is to be repaid through capital lease payments from the State of Maryland, as the State has entered into capital
lease arrangements for the use of the facilities financed with the debt proceeds.

As of June 30, 1997, the Authority had outstanding revenue bonds for the construction, renovation and
expansion of certain facilities as follows (amounts expressed in thousands).

Outstanding Interest Maturity
Facility Amount Rates Date
Baseball Stadit..........cccivueieieierieiieeieesee ettt sae e seesens $128,343 6.5% to 7.6% December 14, 2019
Baltimore City Convention Center 55,000 5.25% to 5.88% December 15, 2014
Ocean City Convention Center..................... 17,340 4.8% to 5.38% December 15, 2015
FOOtDall SAQIUIN .....c.evevieiirieieiieteiee ettt eae e sesens 87,565 5.3% to 5.8% March 1, 2026

Also, as of June 30, 1997, the Authority had revenue notes outstanding of $16,710,000 bearing interest of 9.65%
to 10% which mature on December 15, 2019. The purpose of the notes was to finance the acquisition of property
sites for the construction of the baseball stadium in Baltimore City.

Maryland Food Center Authority (Authority) — Revenue Bonds —

As of June 30, 1997, the Authority had revenue bonds outstanding of $696,000 which bear interest at 7% and
mature June 15, 2003.

Maryland Environmental Service (Service) — Revenue Bonds —

The Service has issued revenue bonds and other debt for the construction of certain projects. The balance as of
June 30, 1997, is $33,462,000. The debt bears interest at rates ranging from 3.3% to 7.15%. The bonds are
collateralized by the revenues of the related projects. All rights, title and interest in the related property, plant and
equipment remains with the Service until expiration or completion of the project and repayment of the revenue
bonds. Thereafter, title to the assets passes to the governmental unit served by the projects.

10. Loans from Primary Government:

Component Units — Maryland Food Center Authority (Authority) —

The State loaned the Authority $4,000,000, which the Authority is obligated to repay after all principal and
interest has been paid on any revenue bonds which may be issued by the Authority. The loan accrued interest until
June 30, 1993. The outstanding balance as of June 30, 1997, including deferred interest of $1,576,000 was $5,576,900.

The Authority assumed a non-interest bearing obligation in the amount of $795,000, due to the debt service
fund of the primary government pursuant to the transfer of the assets and obligations of the New Marsh Market to
the Authority. The Authority is obligated to repay the debt service fund after all principal and interest has been paid
on any revenue bonds which may be issued by the Authority. The outstanding principal as of June 30, 1997, is
$795,000.
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11. Self Insurance:

The self-insurance liabilities represent the State’s liability for its various self-insurance programs. The State is
self-insured for general liability, property and casualty, workers’ compensation, environmental and anti-trust
liabilities and certain employee health benefits. All funds, agencies, and authorities of the State participate in the
self-insurance program (the Program). The Program, which is accounted for in the general fund, allocates the cost
of providing claims servicing and claims payment by charging a “premium” to each fund, agency or public
authority, based on a percentage of each organization’s estimated current-year payroll or based on an average loss
experienced by each organization. This charge considers recent trends in actual claims experience of the State as a
whole and makes provision for catastrophic losses.

The Program’s liabilities are reported when it is probable that a loss has occurred and the amount of that loss
can be reasonably estimated. Liabilities include an amount for claims that have been incurred but not reported.
Because actual claims liabilities depend on such complex factors as inflation, changes in legal doctrines, and
damage awards, actual claims paid could differ from these estimates. Claims liabilities are reevaluated periodically
to take into consideration recently settled claims, the frequency of claims, and other economic and social factors.
Liabilities for incurred workers’ compensation losses to be settled by fixed or reasonably determinable payments
over a long period of time are reported at their present value using a 4% discount rate. The workers’ compensation
and property and casualty costs are based upon separately determined actuarial valuations for the fiscal year
ending June 30, 1997. The employee health benefits liability is calculated based on claims subsequently reported
and claims trends.

Changes in the self-insurance liabilities during fiscal year 1997 were as follows (amounts expressed in
thousands).

Beginning-of- Claims and End-of-

Fiscal-Year Changes in Claim Fiscal-Year
Liability Estimates Payments Liability
Property, Casualty and General Liability...........ccccceeveveveveveerereeneereneennens $ 10,500 $ 6,127 $ 6,371 $ 10,256
Workers’” Compensation..............ccceeveeeenene 146,415 32,566 28,981 150,000
Employee Health Benefits. 28,321 254,285 256,344 26,262
Total Self-INSUranCe COSES........ceerurueuerireeieirieieerieeeiesereereeseieseseeeeaeseeeeeenes $185,236 $292,978 $291,696 $186,518

As of June 30, 1997, the Program held $92,397,589 in cash and investments designated for payments of these
claims.

Changes in the self-insurance liabilities during fiscal year 1996 were as follows (amounts expressed in
thousands).

Beginning-of- Claims and End-of-

Fiscal-Year Changes in Claim Fiscal-Year
Liability Estimates Payments Liability
Property, Casualty and General Liability...........cccccocevevevevevecrereeenerereeennns $ 8,627 $ 8,000 $ 6,127 $ 10,500
Workers’ Compensation ............cccceeuenenen. 126,565 48,224 28,374 146,415
Employee Health Benefits. 25,670 238,911 236,260 28,321
Total Self-INSUTANCE COSES........c.ovvveiririeiririeieieieieteeeieteieieteeee et eseseseeeees $160,862 $295,135 $270,761 $185,236
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12. Equity:

Fund Balances/Retained Earnings —

Fund balances and retained earnings are reserved as follows (amounts expressed in thousands).

Fiduciary
Fund Component
Governmental Fund Types Types Units
Special Debt Capital Trust and Higher Proprietary

General Revenue Service Projects Agency Education Fund Types
Loans and Notes Receivable.............cccccooverevrerrerennee. $ 350 $ 16,000 $25,490
Loans to Component Units...... 6,372
State Reserve Fund................... 531,628
Encumbrances....... 267,883 105,975 $358,039
Agency Activities..........ccovvruennnne 65,516 43,403 $5,526
Shore Erosion Loan Program...... 15,848
Pension Benefits.............ccoooevevevevevevererernnn. $24,588,298
Unemployment Compensation Benefits.... 800,507
Higher Education Programs........................ $108,075
Endowment Funds.................... 150,308
Debt and Plant Additions ...........ccceeevereenininencneeenene 283,954
Total reserved fund balance/ retained earnings....... $865,377  $165,378  $31,862  $373,887  $25,388,805 $542,337 $5,5626

Loans receivable maturing after June 30, 1997, in the amounts of $350,000 and $16,000,000, are not available for
current operations and, accordingly, have been reflected as reservations of general fund balance and special
revenue fund balance, respectively.

Portions of the general fund balance and the special revenue fund balance, in the amounts of $65,516,000, and
$43,403,000, respectively, as of June 30, 1997, representing special budgetary and nonbudgeted agency resources,
were reserved for agency activities and programs.

A portion of the general fund balance, in the amount of $531,628,000 as of June 30, 1997, has been reserved for
the State Reserve Fund. The State Reserve Fund is comprised of a Dedicated Purpose Account, an Economic
Development Opportunities Program Fund, a Catastrophic Event Fund and a Revenue Stabilization Account with
balances as of June 30, 1997, of $38,400,000, $2,838,000, $330,000 and $490,060,000, respectively. The Dedicated
Purpose Account is designed to retain appropriations for major multi-year expenditures and to meet contingency
requirements. The major use of the account in the past has been the accumulation of reserves to meet the State’s
commitment to make payments to insured account holders of certain State chartered savings and loans in
receivership. The Economic Development Opportunities Program Fund is to be used for extraordinary economic
development opportunities and only as a supplement to existing programs. The Catastrophic Event Fund is to be
used to respond without undue delay to a natural disaster or other catastrophic event that cannot be managed
without appropriations. The Revenue Stabilization Account is designed to retain State revenues for future needs
and reduce the need for future tax increases.

A portion of the general fund unreserved fund balance is designated for fiscal year 1998 appropriations in the
amount of $144,475,000. Furthermore, portions of the debt service unreserved fund balance are designated for
payment of the debt service on the general long-term debt, Transportation debt and the Maryland Transportation
Authority bond debt in the amounts of $14,955,000, $12,818,000 and $68,565,000, respectively.

Primary Government Contributed Capital —

The changes in contributed capital of the enterprise funds for the year ended June 30, 1997, are as follows
(amounts expressed in thousands).

Economic Development

Insurance Loan State Use

Programs Programs Industries Total
Balance, JULY 1, 1996 ......c.cooriiirireiieieeteerte ettt ettt s $48,295 $531,789 $1,722 $581,806
Contributions .......c.coceeeeevevcennecncnnnee 62,706 1 62,707
Depreciation on contributed assets... (248) (248)
Balance, June 30, 1997 .......ccocivrrernnierireeereeieseeetetee ettt s $48,295 $594,495 $1,475 $644,265
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Component Units — Proprietary Type Funds —

The changes in contributed capital of the component units, proprietary fund type for the year ended June 30,
1997, are as follows (amounts expressed in thousands).

Maryland Maryland Maryland Industrial
Food Center Environmental Development Financing
Authority Service Authority Total
Balance, JULy 1, 1996 ........cccovieimneeninecireccneneeeseeeeeeerees e $424 $ 4,500 $23,750 $28,674
Depreciation on contributed assets.........cocoeererrierencrinenenicenereeeeees (12) (869) (881)
Balance, June 30, 1997 .......cccoeerreirneeineeentreicreseeieeteee et $412 $ 3,631 $23,750 $27,793
13. Interfund Transfers:
Interfund transfers, as of June 30, 1997, consist of the following (amounts expressed in thousands).
Operating Transfers In Operating Transfers Out Amount
General Fund Special Revenue Fund — Maryland Department of
Transportation $ 54,290
Capital Projects 1,173
Enterprise Funds —
Maryland State Lottery Agency 392,653
Economic Development — Insurance Programs 1,369
Economic Development — Loan Programs 4818
Component Units —
Maryland Industrial Development Financing Authority 870
Special Revenue Fund — Maryland Department of
Transportation General Fund 82,064
Debt Service Funds —
General Obligation Bonds General Fund 156,275
Maryland Department of Transportation Special Revenue Fund — Maryland Department of
Transportation 122,258
Maryland Transportation Authority Special Revenue Fund — Maryland Department of
Transportation 20,734
Special Revenue Fund — Maryland Transportation Authority 20,502
Capital Projects Fund General Fund 64,707
Enterprise Funds —
Loan Programs General Fund 41,966
Component Units —
Higher Education General Fund 643,573
Capital Projects Fund 49,668
Maryland Stadium Authority General Fund 17,792

14. Segment Information:

Activity segments included in enterprise funds are described in Note 1B. Selected financial information with
respect to these segments as of and for the year ended June 30, 1997, is as follows (amounts expressed in

thousands).
Segments
Manufacturing
Insurance Loan (State Use
Programs Programs Lottery Industries) Total

OPETatiNg FEVEIUES ..........vevevereieerereeeeesessssesessessesssssesesssessssessesaesens $ 14,737 $ 237,175  $1,043,583 $28,346 $1,323,841
Depreciation and amortization .. . 16 1,259 770 806 2,851
Operating income (l0SS) .......cccoevirurueiniiiiiiniiiiincete e (14,716) 3,859 394,608 557 384,308
Operating interfund transfers:

Tttt 41,966 41,966

OUt..coveeerierennene (1,369) (4,818) (392,653) (398,840)
Net income (10SS).....c.ccceueeee. . (16,085) 45,450 1,620 556 31,441
Current capital CONtIIDULIONS........cc.ecvvvirieieririeieieeeeee e 62,706 1 62,707
Property, plant, and equipment:

AQITIONS.....ovviireiciitceeetee ettt et ee 3 12 791 806

Deletions.... . 12 (@Y)] 11
TOtAL ASSEES.....cuieeieuiriereieirietete ettt ettt ettt ettt e e benens 119,219 3,489,618 518,297 19,165 4,146,299
Bonds and other long-term liabilities payable from operating

TEVEIIUES.......eevenvereererreseeseesessessesessessessesessesaesessanseseesassessessssenseseesessanees 2,455,569 2,455,569
Total capital ......... . 80,227 934,830 4,239 16,399 1,035,695
Net working capital ..........cccovveeeeereueeenieuceiniereiricceeeeeeeeeeeeeeaenee 75,270 825,289 478,717 8,681 1,387,857
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15. Retirement Benefits:

State Retirement and Pension System of Maryland (System):

The State contributes to the System, an agent multiple-employer public employee retirement system
established by the State to provide pension benefits for State employees (other than employees covered by the
Mass Transit Administration Pension Plan described below) and employees of 128 participating political
subdivisions or other entities within the State. The non-State entities that participate within the System receive
separate actuarial valuations in order to determine their respective funding levels and actuarial liabilities.
Retirement benefits are paid from the System’s pooled assets rather than from assets relating to a particular plan
participant. The System prepares a separate audited Comprehensive Annual Financial Report which can be
obtained from the State Retirement and Pension System of Maryland at State Office Building, 301 West Preston
Street, Baltimore, Maryland 21201.

Plan Description:

The System, which is administered in accordance with Article 73B of the Annotated Code of Maryland, consists
of several plans which are managed by the Board of Trustees for the System. All State employees and employees of
participating entities are covered by the plans.

“Retirement System” — retirement programs for substantially all State employees, teachers, State police and
judges who are not members of the State Pension System.

“Pension System” — retirement programs for employees and teachers hired after January 1, 1980, and prior
employees who have elected to transfer from the Retirement System.

The System provides retirement, death and disability benefits in accordance with State statutes. Vesting begins
after completing 5 years of service. A member terminating employment before attaining retirement age but after
completing 5 years of service becomes eligible for a vested retirement allowance provided the member lives to age
60 (age 62 for the Pension System, age 50 for State Police) and does not withdraw his or her accumulated
contributions. Members of the Retirement System may retire with full benefits after attaining the age of 60, or after
completing 30 years of service credit regardless of age, or at age 62 or older with specified years of service credit.
State police members may retire with full benefits after attaining age 50, or after completing 25 years of service
credit regardless of age.

The annual benefit for Retirement System members is equal to 1/65 of a member’s high three-year average
salary multiplied by the number of years of service credit. A member may retire with reduced benefits after
completing 25 years of service, regardless of age. A member of the Pension System shall receive, upon retirement,
an annual service retirement allowance equal to 0.8% of the member’s highest three-consecutive-year average
salary multiplied by the number of years of service credit, with a provision for additional benefits for compensation
earned in excess of the Social Security wage base. A member may retire with reduced benefits after attaining age
55 and completing 15 years of service. The annual retirement allowance for a State Police member is equal to 1/45
of a member’s highest three-year average salary multiplied by each year of service up to 25 years, plus 1/90 of the
member’s highest three-year average salary multiplied by each year of service in excess of 25 years.

Funding Policy:

The State’s required contributions are based upon actuarial valuations. Effective July 1, 1980, in accordance
with the law governing the Systems, all benefits of the System are funded in advance. The entry age normal cost
method is the actuarial cost method used to determine the employers’ contribution rates and the actuarial accrued
liability. Members of the Retirement System are required to contribute to the System a fixed percentage of their
regular salaries and wages (7% or 5% depending on the retirement plan selected). Members of the Pension System
are required to contribute to the System 5% of their regular salaries and wages which exceed the Social Security
wage base. State Police members are required to contribute 8% of their regular salaries and wages to the System.
All contributions are deducted from each member’s salary, and wage payments are remitted to the System on a
regular, periodic basis.

The contribution requirements of the System members and the State are established and may be amended by
the Board of Trustees for the System. During 1997, the State’s and its participating political subdivisions made their
required contributions totaling $740,258,000, which was 13.08% of covered payroll. The State makes non-employer
contributions to the System for local school system teachers. The covered payroll amount includes amounts for
employees for whom the State pays retirement benefits, but does not pay the payroll. As of June 30, 1997 and 1996,
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the State had made all required contributions, and thus as of June 30, 1997 and 1996, the State did not have a net
pension obligation.

Annual Pension Cost and Net Pension Obligation:

Three-Year Historical Trend Information for the System is as follows (amounts expressed in thousands).

Annual Pension Cost
Fiscal Year Ending June 30,

Plan 1997 1996 1995

Teachers’ Retirement and Pension SYSTEIMN..........cc.ceiiriiueiririeieiirieieeieiee ettt ettt ettt eaebas $502,424 $479,007 $458,035
Employees’ Retirement and Pension SYSTEIN .........ccccivirieiririeiririeieereseteeste ettt sse e saeneenes 208,821 165,055 160,336
State Police REtIrEIMENTt SYSTEIN ........cc.eveieiirieietiteiieiriete ettt e e reste e e e sbe s eseesese s esessessesesseseseesansensesessansenes 10,918 11,801 11,911
JUAGES’ RELITEIMENT SYSTEIN......c.eriiteiiirieiiiieiei ettt ettt ettt b ettt ettt be st b b et st ebe et ebes et et e s ene et ebenesteseseneees 12,931 12,361 12,408

Natural Resources Law Enforcement Officers Pension SYStemM..........ccocecievivienireninienniineniereneeeeseeee e 4,237 4,085 3,667
Municipal Corp. Law Enforcement Officers and Fire Fighters Pension System..........c.cccocecccevveirenercnennnenne 927 709 656

Percentage of Annual Pension Cost Contributed

The State contributed 100% of the annual pension cost for each of the fiscal years ending June 30, 1997, 1996
and 1995 for each of the six plans listed above.

Net Pension Obligation

The State’s net pension obligation was zero as of June 30, 1997, 1996 and 1995 for each of the six plans listed.
In addition, there was no transition liability determined in accordance with GASB Statement No. 27.

The fiscal year 1997 annual pension cost and net pension obligations were determined as a part of an actuarial
valuation as of June 30, 1997. The significant actuarial assumptions listed below were used for all plans.

Valuation method ...........ccccone....
Cost method of valuing assets
Rate of return on investments...........c.ccccc.c...
Rate of salary increase
Projected inflation rate
Postretirement benefit increase.....................
Amortization method..........cccevevenvrcinenennnnne
Amortization period.........ccceveveeviinieriiinienennns
Status of period (Open or Closed)

During fiscal year 1997, the only significant change in actuarial assumptions or benefit provisions from 1996
which significantly affected the valuation of the annual pension cost and net pension obligation occurred due to
Senate Bill #1 which offered an early retirement incentive that was accepted by 2,272 members. The incentive had
the effect of increasing the present value of accumulated benefits by $179 million dollars. No significant changes in
these assumptions are planned in the near term.

Mass Transit Administration Pension Plan (Plan):

The Plan is a single employer non-contributory plan which covers all Mass Transit Administration
(Administration) employees covered by a collective bargaining agreement and all those management employees
who were employed by the Baltimore Transit Company. In addition, employees who enter the management group
as a result of a transfer from a position covered by a collective bargaining agreement maintain their participation.
For the year ended June 30, 1997, the Administration’s covered payroll was $95,333,000 and, its total payroll was
$95,633,000. The Plan is administered and funded in compliance with the collective bargaining agreements which
established the Plan. Separate statements for the Plan are not issued.

Plan Description:

The Plan provides retirement (normal and early), death and disability benefits. Members may retire with full
benefits at age 65 with five years of credited service or age 52 with 30 years of credited service. The annual normal
retirement benefit is 1.3% of final average compensation multiplied by credited service, with minimum and
maximum benefit limitations. Participants are fully vested after five years of credited service.

As of June 30, 1997, membership in the Plan includes 929 retirees and beneficiaries currently receiving
benefits, 230 terminated members entitled to, but not yet receiving benefits and 2,550 current active members.
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There were no investments in loans to or leases with parties related to the Plan. In addition, no investment in
any one organization constituted 5% or more of the net plan assets available for pension benefits.

Summary of Significant Accounting Policies:

As a part of the Pension Trust Fund, the accounts of the Plan, including benefits and refunds, are maintained
using the accrual basis of accounting. Fair value of the investments by the Plan is determined by the State
Retirement and Pension System of Maryland based on published securities data.

Funding Policy:

The Administration’s required contributions are based on actuarial valuations. Effective January 1, 1990, in
accordance with the law governing the Plan, all benefits of the Plan are funded in advance. The entry age normal
cost method is the actuarial cost method used to determine the employer’s contribution rates and the actuarial
accrued liability. All administrative costs of the Plan are paid by the Plan.

Employer contributions to the Plan totaling $11,502,000 (12.1% of covered payroll) for fiscal year 1997 were
made in accordance with actuarially determined contribution requirements based on an actuarial valuation
performed as of June 30, 1996. This amount consisted of $2,570,000 normal cost and $8,932,000 amortization of the
actuarial accrued liability (2.7% and 9.4%, respectively, of covered payroll).

The liquidation period for the actuarial accrued liabilities (as provided by law) is 24 years from June 30, 1997.
Significant actuarial assumptions used to compute contribution requirements are the same as those used to
compute the annual pension cost and net pension obligations.

The computation of the annual required contribution for fiscal year 1997 was based on the same actuarial
assumptions, benefit provisions, actuarial funding method, and other significant factors used to determine pension
contribution requirements in the previous year.

Annual Pension Cost and Net Pension Obligation:

The Administration’s annual pension cost for the fiscal years ending June 30, 1997, 1996 and 1995 were
$11,502,000, $11,918,000 and $11,323,000, respectively.

The Administration contributed 100% of the annual pension cost for each of the fiscal years ending June 30,
1997, 1996 and 1995 for the Plan.

The Administration’s net pension obligation was zero as of June 30, 1997, 1996 and 1995 for the Plan.

The fiscal year 1997 annual pension cost and net pension obligations were determined as a part of an actuarial
valuation as of June 30, 1996. The significant actuarial assumptions listed below were used for the Plan.

Valuation method ... Entry Age Normal Method

Cost method of valuing aSSets........c.coveueririeiereninieierinierererieeeneseeseneeseesenes Fair Value

Rate of return on iNVeStMENtS. ........c.cocevveieirerieiinineeereeteese e 7.5% Compounded per Annum
Projected inflation TAte ..........ccecieerieiieiniesieeeereeeeeee et aens 5.00%

Rate of Salary INCIEASE........cccccevivieriiiiririeieicreriete ettt 3.00%, Compounded per Annum

Postretirement benefit iNCrease...........coocoveevieveeienenieiienenceeeeseeeee N/A

Amortization MeEthod.........ccoeviriiiririenirereeeree e Level dollar annual installments
AMOTtIZAtiON PETIOA.......ciiviieeieiiieieieetetee ettt aens 30 years from July 1, 1989
Status of period (Open or Closed) ..........cceeeevveueuieiriereiririeinieieeieeiecnenee Closed

During fiscal year 1997, there were no changes in actuarial assumptions or benefit provisions from 1996 which
significantly affected the valuation of the annual pension cost and net pension obligation. No significant changes in
these assumptions are planned in the near term.

Post Retirement Benefits:

The State also provides, in accordance with State Merit System Laws, postemployment health care benefits to
retired employees and their dependents (generally employees who retired before July 1, 1984, employees who
retired on or after July 1, 1984, with at least 5 years of creditable service and employees who receive disability
retirement allowances or special death benefits). The State subsidizes approximately 50% to 90% of covered
medical and hospitalization costs, depending on the type of insurance plan. The State assesses a surcharge for
postemployment health care benefits which is based on health care insurance charges for current employees.
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During fiscal year 1997, these benefits paid amounted to $79,840,000. There are 21,991 participants currently
eligible to receive benefits.

16. Deferred Compensation Plan (Plan):

The State offers its employees a deferred compensation plan created in accordance with Internal Revenue
Code Section 457. The Plan, available to all State employees, permits them to defer a portion of their salary until
future years. Participation in the plan is optional. The deferred compensation is not available to employees until
termination, retirement, death or unforeseeable emergency. All amounts of compensation deferred under the Plan,
all property and rights purchased with those amounts, and all income attributable to those amounts, property or
rights are (until paid or made available to the employee or other beneficiary) solely the property and rights of the
State subject only to the claims of the government’s general creditors. Participants’ rights under the Plan are equal
to those of general creditors of the State in an amount equal to the fair value of the deferred account for each
participant. The Plan is accounted for as an Agency Fund. As allowed under recent IRS regulations, the State is
considering transferring the assets of the deferred compensation plan to a trust fund.

It is the opinion of the State’s after consulting with legal counsel, that the State has no liability for losses under
the Plan, but does have the duty of due care that would be required of an ordinary prudent investor. The State
believes that it is unlikely that it will use the assets to satisfy the claims of general creditors in the future.

Investments are managed by the Plan’s third party administrator under one of several investment options, or a
combination thereof. The choice of the investment option(s) is made by the participants.

17. Commitments:

The State leases office space under various agreements that are accounted for as operating leases. Many of the
agreements contain rent escalation clauses and renewal options. Rent expenditures for fiscal year 1997 were
approximately $35,378,000. Future lease commitments under these agreements as of June 30, 1997, are as follows
(amounts expressed in thousands).

Years ending
June 30, Amounts

$ 32,941
28,467
25,537
19,964
11,827
14,754

$133,490

As of June 30, 1997, the State had commitments of approximately $350,000,000 for the completion of projects
under construction.

As of June 30, 1997, the Department of Transportation and Maryland Transportation Authority had
commitments of approximately $1,036,539,000, and $89,000,000, respectively, for construction of highway and mass
transit facilities. Approximately 47% of future expenditures related to the Department of Transportation
commitments are expected to be reimbursed from proceeds of approved Federal grants when the actual costs are
incurred. The remaining portion will be funded by other financial resources of the Department of Transportation.

The Department of Transportation, as lessor, leases space at various marine terminals, airport facilities and
office space pursuant to various operating leases. Minimum future rental revenues are as follows (amounts
expressed in thousands).

Years ending Noncancellable Operating Leases
June 30, Minimum Future Rentals
1998...... . $ 53,652
1999.. 47,775
2000.. 44,781
2001.. 40,5698
2002......ccimiriiiinns 34,410
2003 and thereafter... 91,765
$312,981

Total minimum future rental revenues do not include contingent rentals that may be received under certain
concession leases on the basis of a percentage of the concessionaire’s gross revenue in excess of stipulated
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minimums. Rental revenue was approximately $71,832,000 for the year ended June 30, 1997, including contingent
rentals of approximately $12,174,000.

As of June 30, 1997, the Maryland State Lottery Agency had commitments of approximately $56,229,000 for
services to be rendered relating principally to the operation of the lottery game.

As of June 30, 1997, the higher education fund, a component unit, had commitments of approximately
$135,503,000 for the completion of projects under construction.

As of June 30, 1997, the Maryland Stadium Authority a proprietary type component unit, had commitments of
approximately $72,739,000 for the completion of construction of property to be leased under a capital lease.

18. Contingencies:

The State is party to legal proceedings, which normally occur in governmental operations. The legal
proceedings are not, in the opinion of the Attorney General, likely to have a material, adverse impact on the
financial position of the State as a whole.

As of June 30, 1997, mortgage loan insurance programs included in the enterprise funds and component unit
proprietary funds were contingently liable as insurer of mortgage loans payable, or portions of mortgage loans
payable, in an aggregate amount of approximately $805,876,000 (including $707,749,000 for the economic
development loan programs). In addition, there are commitments to insure mortgage loans which would represent
additional contingent liabilities of approximately $5,975,000.

The State receives significant financial assistance from the U.S. Government. Entitlement to the resources is
generally conditioned upon compliance with terms and conditions of the grant agreements and applicable Federal
regulations, including the expenditure of the resources for eligible purposes. Substantially all grants are subject to
financial and compliance audits by the grantors. Any disallowances as a result of these audits become a liability of
the fund which received the grant. As of June 30, 1997, the State estimates that no material liabilities will result
from such audits.

19. Landfill Closure and Postclosure Care Costs:

State and Federal laws require the Maryland Environmental Service (the Service) to place a final cover on the
Midshore Regional Landfill (Midshore), which is expected to close in 2010, and the Easton Landfill (Easton), which
is filled to capacity and in the process of being closed, and to perform certain maintenance and monitoring
functions at the landfill sites for thirty years after closure. Although closure and postclosure care costs at Midshore
will be paid near or after the date the landfill stops accepting waste, the Service accrues a portion of these closure
and postclosure care costs as a liability based on the estimated capacity of the landfill that has been used to date,
which was 37% as of June 30, 1997. The Service recognized a liability for Easton equal to the estimated total current
cost of closure and postclosure care that has not been paid. A $3,059,984 liability is included in accounts payable
and accrued liabilities in the accompanying balance sheet of the Service. Total closure and postclosure care costs
are currently estimated to approximate $7,700,000, as determined through engineering studies. Actual costs may be
higher due to inflation.

Under recently promulgated Federal regulations, as of April 9, 1997, the Service has satisfied its financial
assurance requirements based upon the local government financial ratio tests of the project participants as of June
30, 1996. The Service expects to satisfy these requirements as of June 30, 1997, using the same criteria.
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Incomes
were
averaging
¢ nearly

. $29,000
by 1990.

In 1997,
Maryland
ranked first in
the nation for
successfully
applying digital
technologies

to taxation,
according to the
Progress and
Freedom
Foundation.

By 1996, one
out of five
Americans
was surfing
the Internet.

The State Comptroller’s Office

took advantage of high-tech
advances in the 1990s and inte-
grated several technologies to cut
costs, boost efficiency and i 1mprove
service to Mary-
land taxpayers.

In1991,
Marylanders
expecting refunds
could begin filing
their state income
tax forms elec-
tronically through
commercial
preparers.

Two years
later, the agency
developed a
consolidated tax
administration
system that
dramatically
streamlined
processing,
saving tax dollars. That advance
coincided with a pioneering
process for imaging tax forms that
attracted international attention.

By 1996, 2.2 million Mary-
land taxpayers enjoyed more ways
than ever to receive state tax forms
and information - from countertops
to cyberspace.

In addition to the agency’s
Forms-by-Fax service, taxpayers
could download forms, publica-
tions and other tax information 24
hours a day - seven days a week -
from the comptroller ‘s Internet
web site at www.comp.state.md.us.

&

.They could also e-mail tax ques-

tions directly to the taxpayer

service section. 70

Maryland’s ;;ionering ta& form imaging
system dramatically streamlined the
processing returns for taxpayers after

the system was introduced in 1993.
Photo by Michael Walsh '

Personal tax help remained a
reliable trademark for the comptrol-
ler as he opened his 20th branch
office in New Carrollton. Also in
1996 sales and use tax revenue
collected from
about 79,800
licensed accounts
exceeded $2 billion.
Many businesses
could file sales tax
returns by. tele-
phone - if they did
not owe sales taxes.

In 1997, the
comptroller pro-
vided state income
tax forms on CD-
ROM for the first
time to professional
tax preparers.
Maryland taxpayers
also became the first
in the nation to be
able to use their
PCs to request an extension of time
to file their state return, prompting
29,000 online requests.

With more than half of all of
state income tax withholding and
sales and use tax revenue being
received by electronic funds
transfer, the State Comptroller’s
Office has earned a a pioneering
role in America’s digital revolution.

Looking ahead

O direct deposi
electronic fil
Q interactive b:
tax registrati
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STATE OF MARYLAND

Combining Balance Sheet
Special Revenue Funds
June 30, 1997

(Expressed in Thousands)

Maryland Maryland
Department of Transportation
Transportation Authority Total
Assets:
Cash and CaSh @QUIVALEIIES ............cccevevueveveiieereeeeceete st sesae s ssese s s sessestesssesassessenaenes $ 34,162 $108,179 $142,341
Investments...........cccceeueenen 49 115,062 115,111
Taxes receivable, net 67,341 67,341
Intergovernmental TeCEIVADIES.........c.cceviriiiririeieeet sttt 100,094 100,094
Other aCCOUNES TECEIVADIE ........c.ccirieieeieieieieieeieeteetet ettt ste e sse e be s e e esestesaesessenseneesan 2,558 2,480 5,038
Due from other funds.................. 253,614 13,468 267,082
Loans and notes receivable, net... 16,000 16,000
OFRET ASSEES ...ttt b ettt ettt sa et et b et et e st e et sae st et e b e be st eneeten 3,636 3,636
TOLAL ASSELS.......eiuiiieiiicieiiec et et s $477,454 $239,189 $716,643
Liabilities:
Accounts payable and accrued HaDIlLIEs .........ccoceeieieieririeieiirieeeee et $192,108 $ 24,286 $216,394
Due to other funds........ccccoevveeeerecereniennnne 16,520 16,520
Accounts payable to political subdivisions .. 58,099 58,099
Deferred revenue............ccceeeveveeeeenenneceenenns 334 1,493 1,827
Accrued Self INSUTANCE COSES ......couiriiuiririiieiirieiert ettt sttt ettt seeeesene 3,636 3,636
TOtAl HADIIEIES ...cvveeieeeieiiieiei ettt sttt ettt st b et 270,697 25,779 296,476
Fund balances:
Reserved for:
ENCUIMDTIANCES ....cviiiiiiiiiieirieeete ettt sttt ettt sttt ettt et et saeseeteneene 17,097 88,878 105,975
Agency activities .................. 9,769 33,634 43,403
Loans and notes receivable 16,000 16,000
Unreserved:
UNAESIGNALE. .....ceveienirieiiieteie ettt ettt ettt ettt ettt b ettt e et et e st ebe et e be et stebeesenene 163,891 90,898 254,789
Total fuNd DALANCES. ......c.coveveeiirieieiieiee ettt ettt ettt nes 206,757 213,410 420,167
Total liabilities and fund DalanCeS ...........cccoeueueiririeeiririeeiieieceee et $477,454 $239,189 $716,643

The accompanying notes to the general purpose financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Combining Statement of Revenues,
Expenditures, Other Sources and Uses of
Financial Resources and Changes in Fund Balances
Special Revenue Funds
for the year ended June 30, 1997

(Expressed in Thousands)

Maryland Maryland
Department of Transportation
Transportation Authority Total
Revenues:
Motor vehicle taxes and FEES.........ccceirierieiriiieieesteteee ettt sesae e sesseneenas $1,373,002 $1,373,002
Charges for services........c.ccceeeuvueueccnnnnee . 250,758 $153,463 404,221
Interest and other investment income 9,181 14,598 23,779
FeAEIal TEVEIUE..........eoviieiiriiieieicreetete ettt sttt ettt b ettt et e bt e e eseebe st eneesen 541,992 541,992
OBRET ...ttt ettt ettt ettt bttt et ettt st a bt 6,539 7,620 14,059
TOLAL TEVEIIUES .....eoveeviveieiieieieiieeetet et tet e etestesaesesse st eseesessessesesseseesessesseseesassensesessenseseane 2,181,472 175,581 2,357,053
Expenditures:
Current:
TEANSPOITALION. .....veveeietiteieeeteete ettt et e st e et e s e seesesse st esessasseseesessenseseesansensesens 763,590 97,396 860,986
Intergovernmental.. . 487,280 487,280
Capital outlays 835,136 106,315 941,451
TOtal EXPENAILULES ....ccveveeieeiieeieiiteieeeeet et et ste ettt se e sse e e seesesseseesessessesessesseseane 2,086,006 203,711 2,289,717
Excess (deficiency) of revenues over eXpenditures.........coeceeveerieeeerenieeeenieneeessenseeens 95,466 (28,130) 67,336
Other sources (uses) of financial resources:
Proceeds from DOIAS .......cocovueiiiiiiiirie ettt 50,000 50,000
Operating transfers in .. . 82,064 82,064
Operating transfers out (197,282) (20,502) (217,784)
Net other uses of financial TESOUICES ...........ccccuvuiuiirieiiiiniiieiiieetreee e eenene (65,218) (20,502) (85,720)
Excess (deficiency) of revenues over expenditures and net other sources (uses)
Of fINANCIAL TESOUITES .......eovieeiieiiieieeeeeeeese ettt ettt e et se s e e sessesaeneesan 30,248 (48,632) (18,384)
Fund balances JULY 1, 1996 ......c.ccoeuiiririirieieeiteeerteteesee ettt ettt ettt neeas 176,509 262,042 438,551
Fund balances JUne 30, 1997 .........cocorriirreiieteeeetetee sttt ettt ettt ettt neeas $ 206,757 $213,410 $ 420,167

The accompanying notes to the general purpose financial statements are an integral part of these financial statements.

73



STATE OF MARYLAND

Combining Balance Sheet
Debt Service Funds
June 30, 1997

(Expressed in Thousands)

Maryland
General Transportation Transportation
Obligation Bonds Bonds Authority Bonds Total
Assets:
Cash and cash eqUIVAIENES ...........c.cceveveeevevevcrereeeeseseseseese s $11,285 $ 8,504 $27,881 $ 47,670
Investments..........ccceeueenee. 5,475 40,173 45,648
Taxes receivable, net..... 6,227 6,227
Other accounts receivable....... 189 64 511 764
Loans and notes receivable, net . 27,070 27,070
Loans to component UNits..........cocevveereerverirerenieineneieeseneeesenee 6,372 6,372
TOLAL ASSELS.....cvevevinereeeiieieieiteieer ettt eae e $51,143 $14,043 $68,565 $133,751
Liabilities:
Deferred TEVENUE........c.coueviuieirieiirieieeteeie ettt eeees $ 334 $ 334
Matured bonds and interest coupons payable . 3,992 $ 1,225 5,217
Total HabIltIes .....covvevererreueiriricererieeere e 4,326 1,225 5,651
Fund Balance:
Reserved for:
Loans and notes receivable 25,490 25,490
Loans to component Units...........ccceceeeeeeeneneeneneninienenieeeennens 6,372 6,372
Unreserved:
Designated for:
General long-term obligation bond debt service................... 14,955 14,955
Transportation bond debt service . 12,818 12,818
Maryland Transportation Authority bond debt service ....... $68,565 68,565
Total fund DalanCes..........ccocevveeeirerieeeeieireneeeeseseeeeeenes 46,817 12,818 68,565 128,200
Total liabilities and fund balances .............ccooeveveveveverrenenne $51,143 $14,043 $68,565 $133,751

The accompanying notes to the general purpose financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Combining Statement of Revenues,
Expenditures, Other Sources and Uses of
Financial Resources and Changes in Fund Balances
Debt Service Funds
for the year ended June 30, 1997

(Expressed in Thousands)

Maryland
General Transportation Transportation
Obligation Bonds Bonds Authority Bonds Total
Revenues:
OFRET EAXES ....vovevecevveeeeeteseeecte e se s st ss s s ssaesesessaesesens $ 235,931 $ 235,931
Interest and other investment income . 2,702 $ 944 $ 1,403 5,049
OFRET ...ttt ettt et enene 211 146 357
TOtAl TEVEIUES ......eeveveereeirienieeieieeeeeteie e ere e seesesseeesessenaenees 238,844 1,090 1,403 241,337
Expenditures:
Debt service:
Principal retirement..........cceeveevieieieeniereeeseneceee e eenes 244 545 94,525 19,780 358,850
TNEETESL ... 157,254 49,021 20,464 226,739
Total eXpenditures ..........coceeverieerinieeiniiieeieereeeeeenes 401,799 143,546 40,244 585,689
Deficiency of revenues over expenditures (162,955) (142,456) (38,841) (344,252)
Other sources of financial resources — operating transfers in... 156,275 122,258 41,236 319,769
Excess (deficiency) of revenues over expenditures and
other sources (uses) of financial resources.................... (6,680) (20,198) 2,395 (24,483)
Fund balances, July 1, 1996 ........ccccoevrrennneeneneenenes . 53,497 32,860 66,170 152,527
Cumulative effect of accounting change. . 156 156
Fund balances, June 30, 1997 .........cccccoruerermevernererneernereeneennaene $ 46,817 $ 12,818 $ 68,565 $ 128,200

The accompanying notes to the general purpose financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Combining Balance Sheet
Enterprise Funds
June 30, 1997

(Expressed in Thousands)

Economic

Development Mzé?;ltaénd
Insurance Loan Lottery State Use
Programs  Programs Agency Industries Total
Assets:
Cash and cash eqUIVALENES ............cc.c.cvvueveveeeuereeeeieseeeee et se s sesseees $ 162495 $ 1,200 $ 8 $ 163,703
TNVESTIMEIIES ...ttt sttt sttt sttt be et eaene $ 1,692 579,633 454,191 1,035,516
Other acCOUNtS TECEIVADIE ........c.coivieieiiieieceee e 1 43,868 20,600 2,639 67,108
Due from other funds ... 101,699 71,733 41,412 8,560 223,404
Inventories.........ccoovverercerenieernennen 4528 4,528
Loans and notes receivable, Net...........coccoviveriiiiinininineenceeeeseeeeeeeeeee 4,915 2,564,804 2,569,719
Property, plant and equipmMent, NEt .........ccocvverveeeerenieenereeeeneeeese e 42 305 824 3,290 4,461
Other assets .......ccccoeveeeeevieneeceenienen. 66,780 70 140 77,860
Total assets $3,489,618  $518,297 $19,165 $4,146,299
Liabilities:
Accounts payable and accrued Habilities .............cccccoeuevevereveierereereeeee e $ 666 $ 44061 $ 3,074 $ 1,076 $ 48,877
Due to other funds.......c.ccccccevreuccnvvuccnnnnee 2,443 33,159 35,602
Lottery prizes......ccccevevveeeecvenuennen. 468,799 468,799
Accrued insurance and loan losses . 33,222 1,115 34,337
Other liabilities .........cccoceeerenreenne 859 50,983 51,842
Deferred revenue. 4,245 192 2,523 1,019 7,979
Notes payable................. 6,503 6,503
Revenue bonds payable ...... 2,455,569 2,455,569
Accrued self-insurance costs . 60 272 332
Accrued anNUAL I€AVE ........c.ccvvrveueirieiiiriietreetteteeee ettt et sa e 365 399 764
Total HaDILItIES ......c.coveueviirieieiieiccieecccesee ettt 38,992 2,654,788 514,058 2,766 3,110,604
Capital:
Contributed CAPILAL........coeeveviririeieiieieetre ettt 48,295 594,495 1,475 644,265
Retained earnings—unreserved... e 31,932 340,335 4,239 14,924 391,430
Total capital ..........cccouneeee e 80,227 934,830 4,239 16,399 1,035,695
Total liabilities and capital ..........cccccccevuereririereinrieiieieeeieeceeeceereeeeenne $119,219  $3489,618  $518,297 $19,165 $4,146,299

The accompanying notes to the general purpose financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Combining Statement of Revenues, Expenses
and Changes in Retained Earnings
Enterprise Funds
for the year ended June 30, 1997

(Expressed in Thousands)

Economic
Development Maél;gltznd
Insurance Loan Lottery State Use
Programs  Programs Agency Industries Total
Operating revenues:
LOEETY TICKEE SALES ....vvvveveceveececreeetete ettt se s s s s ses s snanaenes $1,043,583 $1,043,583
Charges for services and sales............. $ 3,609 $28,346 40,905
Interest and other investment income 227,152 232,908
OBRET ...ttt sttt ettt ettt b et sa et be et eaene 6,414 6,445
Total OPErating FEVEINUES ..........ccccvueiriirierieirieneeieeeestet ettt eees 237,175 1,043,583 28,346 1,323,841
Operating expenses:
Prizes and ClAIMS .......cooveivirieieieeeceeee ettt ene s 551,707 551,707
Commissions and bonuses .. 57,091 57,091
Cost of sales and services.................... 23,406 23,406
Operation and maintenance of facilities 9,637 9,637
General and administrative ............c........ 2,230 12,019 39,407 3,677 57,233
Interest......ccoeveeeevenieeneneene 170,952 170,952
Depreciation and amortization ................ 16 1,259 770 806 2,851
Provision for insurance and loan losses e 27,207 14,658 41,865
OBRET ...ttt sttt et sttt 24,791 24,791
Total OPErating EXPENSES .....c.ceeeruereeririerieerirteteeeesseeesestenseessesseeesessesseneeses 29,453 233,316 648,975 27,789 939,533
Operating iNCOME (10SS) ...cvvvvereererieieieierieiristete ettt sseneees (14,716) 3,859 394,608 557 384,308
Non-operating revenues (expenses):
INVeStMENt INCOMIE.......c.oiririiiciiieeee ettt e 737 737
(435) (435)
3,706 [€8) 3,705
Income (loss) before transfers ... (14,716) 8,302 394,173 556 388,315
Operating tranSerS QM ........ccvvciverieiririeeeeee et ees 41,966 41,966
Operating transfers out.... e (1,369) (4,818) (392,653) (398,840)
Net inCoOme (10SS)..cueueuirirueueirieieeirieeeeieecrteie et ... (16,085) 45,450 1,520 556 31,441
Add: Depreciation of assets acquired from contributed capital . 248 248
Increase (decrease) in retained earnings..............cccoeune.e. ... (16,085) 45,450 1,520 804 31,689
Retained earnings, July 1, 1996 ........ccccevvrenenneenineencnnns ... 48,017 256,188 2,719 14,120 321,044
Cumulative effect of accounting change for investments..........cc.ccccoevverveeeeneencnne. 38,697 38,697
Retained earnings, June 30, 1997 ..........cccocveivrrreinneeertnneeeneeeeeseree s eeseseeeneees $ 31,932 $340,335 $ 4,239 $14,924 $ 391,430

The accompanying notes to the general purpose financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Combining Statement of Cash Flows

Enterprise Funds

for the year ended June 30, 1997

(Expressed in Thousands)

Economic

Development M%aénd
Insurance Loan Lottery State Use
Programs  Programs Agency Industries Total
Cash flows from operating activities:
Operating INCOME (L0SS) ....c.evruuiuerruriireirireeietreeeeieereeieseesese et eeseseeseassessenes $(14,716) $ 3,859  $ 394,608 $ bBbT $ 384,308
Adjustments to reconcile operating income (loss) to net cash provided
(used) by operating activities:
Depreciation and amoOrtiZation .............cceceverevirenienieineneeeeecse e 16 1,259 770 806 2,851
Loss (gain) on disposal of property, plant and equipment 12 @) 11
Effect of changes in assets and liabilities:
Intergovermental receivables...........ccoccivriiiiiniiieininiieieee e 216 216
Other accounts receivable..... 4,210 2,186 655 681 7,732
Due from other funds...... (5,858) (5,692) 5277 (2,164) (8,337)
Inventories.......cccoceeeennenne 650 650
Loans and notes receivable... 2,940 (82,217) (79,277)
Other assets .......cccoeeevrecnereeenenn. 2,922 (12,783) 7 92) (9,946)
Accounts payable and accrued liabilities (1,398) (1,070) 209 (125) (2,384)
Due to other funds........ccccovevveeverircennnnns (2,813) (567 (2,870)
Accrued insurance and loan losses 14,229 26 14,255
Other liabilities..........cocccecevinunuencnn. (641) (724) (1,365)
Deferred revenue.................. 17y (1,135) (752) 524 (1,5634)
Accrued self-insurance costs 8 (6) 2
Accrued annual leave.......... 53 (40) 13
Lottery installment payments..... (55,486) (55,486)
Future lottery prize installments...........ccoccevvevereecienenns 32,985 32,985
Net cash provided (used) by operating activities .........c.cccccereeereruenenes 1,533 (98,715) 378,216 790 281,824
Cash flows from noncapital financing activities:
Proceeds from sale of revenue DOndS...........cecuevereriienieneinienienieieneeieeee e 285,466 285,466
Payment on revenue bonds............... (389,419) (389,419)
Operating transfers in ... 41,966 41,966
Operating transfers out. (1,369) (4,818)  (392,653) (398,840)
Contributed capital ..........ccccoerieererienineriee e 62,706 1 62,707
Net cash provided (used) by noncapital financing activities................. (1,369) (4,099) (392,653) 1 (398,120)
Cash flows from capital and related financing activities:
Principal paid on notes payable and revenue bonds............cccoceeeererenieenenenennens (3,978) (3,978)
INterest PAYIMENTS.......ccccevveeirieieieerieieeeeecse e (435) (435)
Acquisition and construction of property, plant and equipment. 3) (12) (791) (806)
Net cash used by capital and related financing activities..................... ) (12) (4,413) (791) (5,219)
Cash flows from investing activities:
Purchase of INVESIIMENTES........ccveviiriiieiinieierieeeesee ettt sttt (161) (139,390) (36,264) (175,815)
Proceeds from maturity and sale of investments.. . 114,339 55,486 169,825
Interest and gains ON INVESTMENTS .......ccecveeeirierieieerieeeeneeeeeese e eeeresseeeneas 4,443 4,443
Net cash provided (used) by investing activities ...........cccocevererverereecne (161) (20,608) 19,222 (1,547)
Net increase (decrease) in cash and cash equivalents.. . (123,434) 372 (123,062)
Cash and cash equivalents balance, July 1, 1996 .........cccccevvreririrenerirrineeeesereeeee 285,929 828 8 286,765
Cash and cash equivalents balance, June 30, 1997 ...........cccccoevrivrrerevererereeerererernaenae $ —  $16249 $ 1,200 $ 8 $ 163,703

The accompanying notes to the general purpose financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Combining Balance Sheet
Fiduciary Fund Types
June 30, 1997
(Expressed in Thousands)

Pension Trust Funds Agency Funds
Retirement Mass
and Transit Patient Local Local Payroll
Pension  Administration and Deferred Government Insurance Local Transportation Taxes and
Expendable System Pension Prisoner Compensation Investment Premium Income Funds and Fringe
st Fund of Maryland Plan Accounts lan Pool Taxes Taxes Other Taxes  Benefits Total
Assets:

Cash and cash equivalents .................. $ 1,040,916 $11,609 $5,191 $ 1,189 $21,309 $23,075 $880  $ 1,104,169
Investments 23,499,019 45,421 836,485 $440,127 24,821,052
Amount on deposit with U.S.

Treasury $732,606 732,606
Taxes receivable, net $141,215 225,697
Other accounts receivable 291,216 4,146 1,526 60 296,948
Due from other funds........... 10,819 654,713 665,532
Collateral for loaned securities .. . 2,435,895 2,435,895

Total assets.....c.ccocveveeerereeerereeenens $817,088  $27,277,865 $57,030 $5,191 $841,820 $441,653  $21,309 $795,928 $23,135 $880  $30,281,899
Liabilities:
Accounts payable and accrued

liabilities $ 16,581 $ 295108 $ 683 $5,191 $ 97 $ 19  $21,309 $13,249 $880 $ 353,117
Due to other funds.........ccocceevevvrrenennne. 4,092 10,819
Accounts payable to political

subdivisions and local income tax

refunds $795,928 9,886 805,814

Collateral obligation for loaned
securities. 2,435,895 2,435,895
Deferred compensation benefits
payable 841,723 841,723
Deposits held by local government
investment pool 441,634 441,634
Total liabilities .... 16,581 2,735,095 11,502 5,191 841,820 441,653 21,309 795,928 23,135 880 4,893,094
Fund balances:
Reserved for:
Pension benefits 24,642,770 45,528 24,588,298
Unemployment com
benefits. 800,507 800,507
Total fund balances..................... 800,507 24,542,770 45,528 25,388,805
Total liabilities and fund
balances........cocoveveevercnierrcnennnne. $817,088  $27,277,865 $57,030 $5,191 $841,820 $441,653  $21,309 $795,928 $23,135 $880  $30,281,899

The accompanying notes to the general purpose financial statements are an integral part of these financial statements.

STATE OF MARYLAND

Combining Balance Sheet
Retirement and Pension System of Maryland
June 30, 1997

(Expressed in Thousands)

Teachers’ Employees’ Natural
Retirement Retirement Judges’ State Police  Local Fire = Resources
and Pension  and Pension  Retirement Retirement and Police Pension
Systems Systems System System System System Total
Assets:
Cash and cash equivalents .........c.ococeeererirnrererecnennnns . $ 688,010 $ 304,075 $ 8,713 $ 35,467 $1,585 $ 3,066 $ 1,040,916
INVESEIMEIES ...ttt 14,006,051 8,283,448 153,616 1,006,399 4,277 45,228 23,499,019
Other accounts receivable...........c.covvveveeererinennenes . 170,630 104,981 2,482 12,191 124 808 291,216
Due from other funds........c.cccoeueeerenvreereecrininnnienes 6,297 3,872 76 544 3 27 10,819
Collateral for loaned Securities ..........c.ccovvveverercrennnn . 1,431,776 846,156 30,154 116,504 1,935 9,370 2,435,895
TOLAL ASSELS.....eeveveverereniirieieiereeerteeete et stesebe e esessssesesene $16,302,764 $9,542,532 $195,041 $1,171,105 $7,924 $58,499 $27,277,865
Liabilities:
Accounts payable and accrued liabilities .............cccooevevenee. $ 173,138 $ 103,678 $ 2979 $ 14,256 $ 123 $ 934 $ 295,108
Due to other funds ........c.ccovevevvecvcnnnne. . 2,401 1,438 42 198 13 4,092
Collateral obligation for loaned securities 1,431,776 846,156 30,154 116,504 1,935 9,370 2,435,895
Total liabilities ........ccccvrervverrerereeennes 1,607,315 951,272 33,175 130,958 2,058 10,317 2,735,095
Fund balances:
Reserved for:
Pension Denefits ........cccoveeeueeeeininisieieeeereseee s 14,695,449 8,591,260 161,866 1,040,147 5,866 48,182 24,542,770
Total liabilities and fund balances..........c.ccccccccvecevruennneee $16,302,764 $9,542,532 $195,041 $1,171,105 $7,924 $58,499 $27,277,865

The accompanying notes to the general purpose financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Combining Statement of Changes in Assets
and Liabilities — All Agency Funds
for the year ended June 30, 1997

(Expressed in Thousands)

Balance Balance
July 1, 1996 Additions Deletions June 30, 1997
Patient and Prisoner Accounts
Assets:
Cash and cash equivalents $ 4,866 $ 16,171 $ 15846 $ 5191
Liabilities:
Accounts payable and accrued liabilities $ 4,866 $ 16,171 $ 15846 $ 5191
Deferred Compensaton Plan
Assets:
Cash and cash equivalents $ 1,019 $ 3,917 $ 3,747 $ 1,189
Investments 719,285 151,167 33,967 836,485
Other accounts receivable 4,272 4,146 4,272 4,146
Total assets $ 724576 $ 159,230 $ 41,986 $ 841,820
Liabilities:
Accounts payable and accrued liabilities $ 80 $ 97 $ 80 $ 97
Deferred compensation benefits payable. 724,496 159,133 41,906 841,723
Total liabilities $ 724,576 $ 159,230 $ 41,986 $ 841,820
Local Government Investment Pool
Assets:
Investments $ 457411 $50,307,896 $50,325,180 $ 440,127
Other accounts receivable 1,528 24,869 24,871 s
Total assets $ 458,939 $50,332,765 $50,350,051 $ 441,653
Liabilities:
Accounts payable and accrued liabilities $ 18 $ 19 $ 18 $ 19
Deposits held by local government investment pool 458,921 50,332,746 50,350,033 441,634
Total liabilities $ 458,939 $50,332,765 $50,350,051 $ 441,653
Insurance Premium Taxes
Assets:
Cash and cash equivalents $ 18,447 $ 17,793 $ 14931 $ 21,309
Liabilities:
Accounts payable and accrued liabilities $ 18,447 $ 17,793 $ 14931 $ 21,309
Local Income Taxes
Assets:
Cash and cash equivalents $ 515,302 $ 515302
Taxes receivable 137,515 $ 141,215 137,515 $ 141,215
Due from other funds 56,458 2,664,346 2,066,091 654,713
Total assets $ 709,275 $ 2,805,561 $ 2,718,908 $ 795,928
Liabilities:
Accounts payable to political subdivisions and local income tax refunds...........c.coceeerunuene $ 709,275 $ 2,805,561 $ 2,718,908 $ 795,928
Local Transportation Funds and Other Taxes
Assets:
Cash and cash equivalents $ 22821 $ 65,069 $ 64,815 $ 23075
Investments 2,831 2,831
Other accounts receivable 28 32 60
Total assets $ 22849 $ 67,932 $ 67,646 $ 23135
Liabilities:
Accounts payable and accrued liabilities $ 13,141 $ 31,532 $ 31424 $ 13,249
Due to other funds 1,857 1,857
Accounts payable to political subdivisions 7,851 36,400 34,365 9,886
Total liabilities $ 22,849 $ 67,932 $ 67,646 $ 23135
Payroll Taxes and Fringe benefits
Assets:
Cash and cash equivalents $ 1483 $ 579,350 $ 579,953 $ 880
Liabilities:
Accounts payable and accrued liabilities $ 1,483 $ 579,350 $ 579,953 $ 880
Totals — All Agency Funds
Assets:
Cash and cash equivalents $ 563,938 $ 682,300 $ 1,194,594 $ 51,644
Investments 1,176,696 50,461,894 50,361,978 1,276,612
Taxes receivable 137,515 141,215 137,515 141,215
Other accounts receivable 5,828 29,047 29,143 X
Due from other funds 56,458 2,664,346 2,066,091 654,713
Total assets $1,940,435 $53,978,802 $53,789,321 $2,129,916
Liabilities:
Accounts payable and accrued liabilities $ 38,035 $ 644,962 $ 642,252 $ 40,745
Due to other funds ,857 1,857
Accounts payable to political subdivisions and local income tax refunds...........c.cocoeeruruene 709,275 2,805,561 2,718,908 795,928
Accounts payable to political subdivisions 7,851 36,400 34,365 X
Deferred compensation benefits payable 724,496 159,133 41,906 841,723
Deposits held by local government investment pool 458,921 50,332,746 50,350,033 441,634
Total liabilities $1,940,435 $53,978,802 $53,789,321 $2,129,916

The accompanying notes to the general purpose financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Combining Statement of Changes in Plan Net Assets
Pension Trust Funds
for the year ended June 30, 1997

(Expressed in Thousands)

Retirement and Pension System of Maryland

Teachers’ Employees’ Natural
Retirement Retirement Judges’ State Police Local Fire Resources Mass Transit
and Pension and Pension Retirement Retirement and Police Pension Administration
Systems Systems System System System System Subtotal Pension Plan Total
Additions:
Contributions:
Employers $ 24343 $ 208,821 $ 12,630 $ 10,918 $ 927 $ 4,237 $ 261,876 $11,502 $ 273,378
Members .. 49,829 28,581 1,149 4,866 7 12 84,444 84,444
Other ... 478,081 301 24,727 503,109 503,109
Total contributions.. 552,253 237,402 14,080 15,784 934 28,976 849,429 11,502 860,931
Investment income:
Net appreciation in fair value of
INVEStMENt ...cvvvvrerireirereireieirens 1,903,511 1,174,324 19,190 160,595 417 5,233 3,263,270 4,166 3,267,436
Interest 403,726 223,150 6,053 22,275 328 1,200 656,732 2,912 659,644
Dividends........ccevveveerviereicreiennns 138,030 86,020 1,493 12,208 41 432 238,224 238,224
Real estate operating net
income 6,242 3,667 147 488 10 39 10,593 10,593
Total investment income..... 2,451,509 1,487,161 26,883 195,566 796 6,904 4,168,819 7,078 4,175,897
Less investment expense................ 108,105 64,135 2,070 8,638 125 486 183,559 183,559
Net investment income. 2,343,404 1,423,026 24,813 186,928 671 6,418 3,985,260 7,078 3,992,338
Total additions 2,895,657 1,660,428 38,893 202,712 1,605 35,394 4,834,689 18,580 4,853,269
Deductions:
592,216 360,753 12,040 30,238 175 2,408 997,830 7,581 1,005,411
11,204 28,433 410 13 40,060 X
Administrative expenses . 5,800 3,429 64 409 2 13 9,717 53 9,770
Total deductions...........c.c..... 609,220 392,615 12,104 31,057 177 2,434 1,047,607 7,634 1,055,241
Net increase in plan assets .... 2,286,437 1,267,813 26,789 171,655 1,428 32,960 3,787,082 10,946 3,798,028
Net assets held in trust for
pension benefits:
July 1, 1996......cocmvcricirecireinenne 12,409,012 7,323,447 135,077 868,492 4,438 15,222 20,755,688 34,582 20,790,270
June 30, 1997 .....ccccocvvvivivriiinnns $14,695,449 $8,5691,260 $161,866 $1,040,147 $5,866 $48,182 $24,542,770 $45,528 $24,588,298
The accompanying notes to the general purpose statements are an integral part of these financial statements.
STATE OF MARYLAND
Combining Balance Sheet
Higher Education Component Unit Funds
June 30, 1997
(Expressed in Thousands)
Current Funds Endowment
Unrestricted Restricted Loan Funds Funds Plant Funds Total
Assets:
Cash and cash equivalents $ 44,977 $ 5,301 $ 5,089 $ 16,866 $ 3141 $ 75374
Investments 4,402 128,758 1,224 134,384
Intergovernmental receivables 3,472 ,AT72
Accounts receivable, net of allowance of $8,291 33,290 63,205 288 15 1,893 98,691
Due from primary government 161,352 1,848 233 4,669 124,847 292,949
Inventories 13,557 70 13,627
Loans and notes receivable, net of allowance of $9,188 22 4,091 53,944 58,057
Property, plant and equipment, net 3,023,734 3,023,734
Other assets 29,988 58 677 30,723
Total assets $291,060 $74,515 $59,612 $150,308 $3,155,516 $3,731,011
Liabilities:
Accounts payable and accrued liabilities $ 96,441 $39,948 $ 633 $ 25476 $ 162,498
Deferred revenue. 37,527 130 9 37,666
Revenue bonds and other debt 565,557 565,557
Accrued workers’ compensation costs 16,984 16,984
Accrued annual leave 63,644 350 63,994
Obligations under capital leases 6,914 6,914
Total liabilities 214,596 40,428 633 597,956 853,613
Fund balances:
Investment in fixed assets 2,272,550 2,272,550
Reserved for:
Encumbrances 13,953 1,056 15,009
Sponsored research 34,087 34,087
Loans to students 58,979 58,979
Endowment $150,308 150,308
Debt and plant additions 283,954 283,954
Unreserved, undesignated 62,511 62,511
Total fund balance 76,464 34,087 58,979 150,308 2,557,560 2,877,398
Total liabilities and fund balances $291,060 $74,515 $59,612 $150,308 $3,155,516 $3,731,011

The accompanying notes to the general purpose financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Schedule of Fixed Assets and Accumulated Depreciation
June 30, 1997

(Expressed in Thousands)

Total Cost
Structure Less
Land and and Construction Total Accumulated  Accumulated
Improvements  Improvements Equipment in Progress Cost Depreciation Depreciation
Proprietary Fund Type (By Fund):
Economic Development — Insurance
Programs.........cc.oeceueveevereersressnnsssnsenssenas $ 210 $ 210 $ 168 $ 42
Economic Development — Loan
Programs 305 305 305
Maryland State Lottery... . 12,414 12,414 11,590 824
State Use Industries...........cccoeveveververerecenene $ 814 9,571 10,385 7,095 3,290
TOAL...c.cireeeereeeiieireteeice e $ 814 $ 22,500 $ 23314 $18,853 $ 4461
General Fixed Assets (By Function):
General SOVErNMeNt ..........ccoeeeveverveveveecenens $ 198,598 $ 688,638 $ 143,757 $ 40,415 $1,071,408 $1,071,408
Education . 2,511 63,629 47,887 114,027 114,027
Business and economic development ...... 2,289 2,289 2,289
Labor, licensing and regulation ................. 725 7,433 32,271 1,579 42,008 42,008
Human resources . 41,587 41,587 41,587
Health and mental hygiene...............ccco.c.... 19,707 278,948 56,306 24,804 380,265 380,265
Environment. 21,068 21,068 21,068
Transportation... 667,451 4,071,553 932,901 642,461 6,314,366 6,314,366
Public safety and judicial 58,314 755,497 231,525 55,431 1,100,767 1,100,767
Housing and community development..... 2,475 9,880 5,388 10,179 27,922 27,922
Natural resources and recreation 311,612 58,914 44,403 28,614 443,543 443,543
AGLICUILUTE. ... 66 28,106 9,994 21 38,187 38,187
TOAL...c. vt $1,261,459 $5,962,598 $1,569,876 $803,504 $9,697,437 $9,597,437
Component Units Fixed Assets
Higher Education Fund...........cccceceveueennnene $ 216,760 $2,048,006 $ 573,246 $185,722 $3,023,734 $3,023,734
Proprietary Fund...........ccceoveveenieenieeniennnnn. 4,451 41,791 12,314 66 58,622 $24,786 33,836
TOAL......covrveeereeeieirieieeiceesteeeeeeeea $ 221,211 $2,089,797 $ 585,560 $185,788 $3,082,356 $24,786 $3,057,570
The accompanying notes to the general purpose financial statements are an integral part of this schedule.
STATE OF MARYLAND
Schedule of Changes in General Fixed Assets by Function
for the year ended June 30, 1997
(Expressed in Thousands)
Balance Transfer Balance
July 1, 1996  Additions  Deletions In (Out) June 30, 1997
Function:
General government . $1,048,353 $ 78,611 $ 2,677 $(52,879) $1,071,408
Education 54,792 4,963 2,832 57,104 114,027
Business and economic development . e 2,140 286 137 2,289
Labor,licensing and regulation..........c.ceeeireririeiiieeeincnneeeeeseetseseseeesees e eessesenes 39,653 2,914 559 42,008
Human resources . . 39,405 4,151 1,969 41,587
Health and mental YZIENE........c.ccccviviririeueiiriririeiee ettt snenes 379,772 13,621 13,128 380,265
Environment..... . 18,511 3,806 932 317 21,068
TEANSPOTTATION. ......eueeviieeiieeieteiieteieiete ettt te s te sttt eseeseseeseseeseseeseseesessesensesessesansesenseses 6,006,737 323,420 15,791 6,314,366
Public safety and judicial ........ 1,046,874 69,449 11,331 (4,225) 1,100,767
Housing and community deVelOPIENt.........cccvuvrueveveeririririeeeieeririsieeereieseseeseeseseseseeseneas 21,218 6,951 247 27,922
Natural resources and recreation e 436,406 8,268 1,448 317 443,543
AGEICULLUTE ...ttt ettt ettt sttt ettt b e tees 38,167 481 461 38,187
TTOUTAL....c.cevveeereeeittet ettt sttt ettt et sttt s bttt et et se et e et enes $9,132,028 $516,921 $51,512 $ — $9,597,437

The accompanying notes to the general purpose financial statements are an integral part of this schedule.
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STATE OF MARYLAND

Required Supplemental Schedule of Funding Progress for
Pension and Retirement System

(Expressed in Thousands)

Unfunded AAL /

Actuarial Actuarial (Unfunded AAL) / Excess
Valuation Actual Accrued Excess of as a
Date Value of Liability (AAL) Assets Funded Covered Percentage of
June 30, Assets Entry Age over AAL Ratio Payroll(1) Covered Payroll(2)
TEACHERS RETIREMENT AND PENSION SYSTEM
1994 9,634,321 14,070,829 (4,436,508) 68.47% 2,821,756 157.23%
1995 10,508,766 14,844,365 (4,335,599) 70.79% 2,986,391 145.18%
1996 11,630,258 15,616,272 (3,986,014) 74.48% 3,065,203 130.04%
1997 13,142,495 16,292,451 (3,149,956) 80.67% 3,151,218 99.96%
EMPLOYEES RETIREMENT AND PENSION SYSTEM
1994 5,843,445 6,969,182 (1,125,737) 83.85% 2,328,321 48.356%
1995 6,294,727 7,361,026 (1,066,299) 85.51% 2,446,296 43.59%
1996 6,870,504 7,690,211 (819,707) 89.34% 2,474,814 33.12%
1997 7,668,655 8,060,733 (392,078) 95.14% 2,399,604 16.34%
STATE POLICE RETIREMENT SYSTEM
1994 675,456 606,019 69,437 111.46% 59,098 117.49%
1995 728,440 641,610 86,830 113.53% 60,677 143.10%
1996 802,943 675,097 127,846 118.94% 60,823 210.19%
1997 909,649 744,496 165,053 122.17% 62,936 262.26%
JUDGES RETIREMENT SYSTEM
1994 106,758 177,720 (70,962) 60.07% 22,831 310.81%
1995 118,573 188,445 (69,872) 62.92% 23,064 302.95%
1996 131,631 196,319 (64,688) 67.05% 23,917 270.47%
1997 149,283 213,259 (63,976) 70.00% 25,007 255.83%
NATURAL RESOURCES LAW ENFORCEMENT OFFICERS PENSION SYSTEM
1994 9,458 44,487 (35,029) 21.26% 10,177 344.20%
1995 12,208 49,051 (36,843) 24.89% 11,369 324.07%
1996 15,333 54,5683 (39,250) 28.09% 11,646 337.03%
1997 44,949 60,824 (15,875) 73.90% 12,904 123.04%
MUNCIPAL CORP. LAW ENFORCEMENT OFFICERS AND FIRE FIGHTERS PENSION SYSTEM
1994 3,139 7,226 (4,087) 43.44% 4,066 100.52%
1995 3,868 8,040 (4,172) 48.11% 4,353 95.84%
1996 4,611 8,875 (4,264) 51.95% 4,430 96.25%
1997 5,767 11,446 (5,679) 50.38% 5,815 97.66%
TOTAL OF ALL PLANS
1994 16,272,677 21,875,463 (5,602,886) 74.39% 5,246,249 106.80%
1995 17,666,582 23,092,537 (5,425,955) 76.50% 5,632,150 98.08%
1996 19,455,280 24,241,357 (4,786,077) 80.26% 5,640,833 84.85%
1997 21,920,698 25,383,209 (3,462,511) 86.36% 5,657,384 61.20%

(1) Covered payroll includes the payroll cost of those participants which the State pays the retirement contribution but does not pay the
participants payroll cost.

(2) Percentage of excess assets over AAL as a percentage of covered payroll.
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STATE OF MARYLAND

Required Supplemental Schedule of Funding Progress for
Mass Transit Administration Pension Plan

(Expressed in Thousands)

Unfunded
Actuarial
Actuarial Actuarial Unfunded Accrued
Valuation Actuarial Accrued Actuarial Liability as of
Date Value of Liability Accrued Funded Covered Percentage of
June 30(1) Assets Entry Age Liability Ratio Payroll Covered Payroll
1991 $ 5,792 $ 87,586 $ 81,794 6.6% $77,451 105.6%
1992 8,891 92,718 83,827 9.6 80,700 103.9
1993 13,447 95,032 81,585 14.1 87,134 93.6
1994 17,572 126,351 108,779 13.9 88,491 122.9
1995 24,470 137,826 113,356 17.8 92,445 122.6
1996 34,568 143,075 108,507 24.2 95,550 113.6
1997 42,739 172,076 129,337 24.8 95,333 135.7

Required Supplemental Schedule of Employer Contributions for

Mass Transit Administration Pension Plan

(Expressed in Thousands)

Year Annual
Ended Required Percentage
June 30 (1) Contribution  Contributed
1991 $ 7,677 100%
1992 7,327 100%
1993 8,467 100%
1994 8,452 100%
1995 11,323 100%
1996 11,918 100%
1997 11,502 100%
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STATE OF MARYLAND

Schedule of Estimated and Actual Revenues By Source
Budgetary Basis
for the year ended June 30, 1997

(Expressed in Thousands)

Annual Budgeted Funds

Higher Education Funds Capital
Current Current Projects Other
General Fund Special Fund Federal Fund Unrestricted Fund Restricted Fund Fund Funds Total
Estimated Actual Estimated Actual Estimated Actual Estimated Actual Estimated Actual Actual Actual Actual

Revenues Revenues Revenues Revenues Revenues Revenues Revenues Revenues Revenues Revenues Revenues Revenues Revenues

Taxes:
Property tax ......occoceeeeeeeienieneeieeeeeeseeeese s $ 6,684 $ 7,057 $ 262,089 $ 233,159

$ 1,341 $ 241557
180

Franchise and corporation tax .. 174,394 180,069 ,069
Death taxes .......ccoeveeevvevcnennne 109,205 104,092 104,092
Recordation tax........c.cceceeennne. 82 38 415 453
Admission and amusement tax.. 2,442 7,346 9,788
Alcoholic beverages tax.......... 23,2568 23,377 23,377
Motor vehicle fuel taxes.. 10,605 610,700 615,117 615,117
Income taxes................. ... 3,935,696 3,983,223 73,483 83,960 4,067,183
Sales and use taxes e 2,091,561 2,093,796 4 2,093,800
Tobacco taxes................... 129,057 130,142 23 11 130,153
Motor vehicle titling taxes... 458,000 508,617 156,299 664,916
Insurance company taxes.... 188,005 165,805 165,805
Horse racing taxes............ 1,732 2,750 2,893 2,893
Shellfish taxes........c.coceevereereerereennes 207 207
Boxing, wrestling or sparring taxes. 489 489
Boat titling taX........cccecevevevieneneeenns 16,274 16,274
Energy generation tax................. 5,723 5,723
Emergency telephone system tax . 17,064 24,776 24,776
Unemployment insurance taxes ...........c.ccccecevveneene 388,375 388,375
oth Total taxXeS......cccovvveueririieiriceccce e 6,670,097 6,688,060 1,424,191 1,493,221 553,776 8,735,047

ther:
Licenses and permits..........coeceeveeuenereeecnirieneneenenene 63,959 62,465 182,464 213,656 (5,910) 270,211
Fees for services.... 61,414 60,849 154,820 238,164 40,078 339,091
Fines and costs....... 68,905 87,500 9,220 17,641 1,960 107,101
Sales to the public............ 2,910 2,685 5,006 47,917 1,044,854 1,095,356
Commissions and royalties.. 115 48,773 43,026 54 43,195
Rentals ........ccccoeeenireenecnnne 1,072 949 72,174 45,579 12,193 58,721
Interest on investments........ 53,800 91,617 7,286 30,892 $ 6,457 4,367,413 4,496,379
Interest on loan repayments .. 276 881 14,656 2,5 17,
Miscellaneous.............cccoeueue.. 61,224 58,031 16,241 35,7568 85 (3,608) 90,266
Colleges and universities................... $ 987,307 $ 964,921 $445152 $422,085 374,562 1,761,568
Federal reimbursements and grants 2,000 1,558 12,147 39,555 $3,730,760 $3,327,652 47,330 3,416,095
Other reimbursements.............cceceeervererenrereererrennnnes 167,666 160,937 345,747 270,163 (26,682) 404,418
Bond issues:

State — general PUrpoSe.........ccoveeveerereeereniennne 410,000 410,000

Consolidated transportation bonds.. 185,000 50,000 233 50,233
State reimbursements............c.c.c.c.... ... 3b3,746 357,358 589,344 204,917 65,569 (28,851) 598,993
Appropriated from general fund 80,628 80,628 643,573 643,573 724,201
Trust funds .......ccccoeveevneicine. (368) 15,172 12,186 (168) 11,650
Revolving accounts........... 1,694 23,5643 30,487 4,560 36,741
Reduction of expenditures .. 3,438 515 3,059 281 6,778

Contributions ..........c..ccc....

836,204 836,204

Total TeVeNUes ........cccovvveviiiiiiiicccecies $7,5606,793 $7,677,0564 $3,173,152 $2,871,505 $3,730,760 $3,327,652 $1,630,880 $1,608,494 $445,152

$422,085  $482,111 $7,220,794 $23,509,695
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STATE OF MARYLAND

Schedule of Budget and Actual Expenditures and Encaumbrances by Major Function

Budgetary Basis
for the year ended June 30, 1997

(Expressed in Thousands)

Annual Budgeted Funds

Higher Education Funds

Current Current Capital
General Fund Special Fund Federal Fund Unrestricted Fund Restricted Fund Projects Other
Expenditures and Encumbrances by Final Final Final Final Final Fund Funds Total
Major Function Budget Actual Budget Actual Budget Actual Budget Actual Budget Actual Actual Actual Actual

Payments of revenue to civil divisions of

TNE SEALE...c.eveeeeieieiertete et $ 47514 $ 47514 $ 1,367 $ 1,325 $ 48,839
Public debt 75,325 75,308 327,339 326,499 401,807
Legislative........cccocecennnne 41,816 41,569 150 97 41,666
Judicial review and legal .................... 238,061 237,693 7,151 5558 $ 5113 $ 3238 $ 1,744 248,133
Executive and administrative control.. 89,708 89,283 70,117 30,438 92,190 81,217 (51,000) 149,936
Financial and revenue administration. 156,878 155,245 100,480 89,647 30 646,129 891,021
Budget and management ..... 32,516 32,188 24,577 20,984 53,172
Retirement and pension.... 16,637 11,753 1,214,073 1,225,826
General Services...........co.ou.. 35,5638 35,482 21,196 20,685 56,167
Transportation and highways..... 1,850,385 1,710,404 681,678 516,787 387,647 2,614,738
Natural resources and recreation.. 43,161 43,154 124,188 117,829 22,893 19,011 179,994
Agriculture.........ccoeeeeenecnninecniene. 16,315 16,315 25,662 22,261 2,687 1,809 1,646 42,031
Health, hospitals and mental hygiene.. . 1,891,300 1,869,582 101,493 78,210 1,387,162 1,349,746 (51,904) 3,245,634
Human resources ........ccoeceeeveeveenunnene 416,452 416,452 110,941 84,285 851,460 821,791 10,465 1,332,993
Labor, licensing and regulation . 18,227 18,227 7,001 6,277 126,617 119,149 ) 143,646
Restricted appropriation............. 1,250 180
Public safety and correctional se . ... 565,853 565,821 97,237 88,862 10,021 7,658 27,789 690,130
Public education..........coeeeevecennecnenenene ... 3,328,009 3,326,910 35,729 31,985 451,437 393,000 $1,630,880 $1,599,211 $445,152 $421,811 225805 5,998,722
Housing and community development . 24,750 24,770 43,336 37,918 57,723 49,895 224,906 337,489
Business and economic development.. 47,584 47,523 75,676 61,974 4,229 1,712 382,221 493,430
Environment...........coceeeeveeveveneneereeninnene 29,078 29,078 96,236 50,155 23,185 20,246 10,022 109,501
Juvenile services . 105,794 105,758 1,060 1,003 11,377 9,422 237 116,420
State police............... 175,676 175,089 35,014 34,689 3,158 1,601 947 212,326
State reserve fund... 27,000 27,000 27,000
Loan accounts.......... $471,407 471,407
Reversions:

Current year reversions ..........ccceceeeevevesrereeeeesnenens (32,383)

Prior year reversions...........c.coceccevevenerennenns (6,166) (10,168) (10,5641) (2,343) (29,218)

Total expenditures and encumbrances......... $7,375,422 $7,373,695 $3,173,152 $2,822,670 $3,730,760 $3,385,741 $1,630,880 $1,596,868 $445,152

$421,811

$471,407 $3,123,961 $19,102,810




STATE OF MARYLAND

Schedule of Changes in Fund Equities — Budgetary Basis
for the year ended June 30, 1997

(Expressed in Thousands)

Higher Education

__Special Fund Current Current  Capital
General Other Debt Federal Unrestricted Restricted Projects Other
Fund Special  Service Fund Fund Fund Fund Funds Total
Fund equities, July 1, 1996.................. $ 594542 $ 528,979 $ 53,497 — $ 178,187 $ 3,153 $ 201,693 $25,099,314  $26,659,365
Increase:
ReVenues........ccoeeeevereeenieeeenieenne 7,577,054 2,632,314 239,191 $3,327,652 1,608,494 422,085 482,111 7,220,794 23,509,695
Decrease:
Appropriations..........cceceeveveernennnn 7,407,805 2,926,441 246,711 3,730,760 1,630,880 445,152
Less: Current year reversions..... (27,944) (339,474) (840) (334,478) (31,669)  (23,341)
Prior year reversions......... (6,166)  (10,168) (10,5641) (2,343)
Expenditures and
encumbrances........c....coceevevenne. 7,373,695 2,676,799 245871 3,385,741 1,596,868 421,811 471,407 3,030,618 19,102,810
Changes to encumbrances during
fiscal year 1997.......ccccoveevnvevennnee (38,133) 2,906 (59,188) 1,778 (84) (92,721)
Expenditures........ccccceeeeeeeenereeenenenne. 7,335,662 2,579,705 245871 3,326,563 1,598,646 421,727 471,407 3,030,618 19,010,089
Transfers in (OUt).....cccccecevueuenne 1,744 9,539 (1,099) (2,029) 23 92) (8,086)
Changes in contributed capital.. . 47,472 47,472
Adjustments to beginning equity........ 80,744 80,744
Fund equities, June 30, 1997............... $ 837,778 $ 591,127 $ 46,817 $ — $ 186,006 $ 3534 $ 212305 $29,409,620 $31,287,187
Invested in fixed assets..........c.cceuun.... $ 2,272,550  $ 2,272,550
Contributed capital .........ccccoceevverennnnee. 657,952 657,952
Retained earnings:
Reserved .......coooeeevevieeneeeereee 5,526 5,526
Unreserved ........ccooeeeeevieneeceeneneenienne 128,867 128,867
Fund Balance:
Reserved:
Encumbrances ...........cccceeeccneenenne $ 98,638 $ 135,308 $ 204,206 $ 7315 $ 84 $ 357,685 803,235
Agency activities .... . 124,243 124,243
State reserve fund................ .. 531,628 531,628
Loans and notes receivable......... 350 3,613 $ 25,490 58,979 88,432
Shore erosion loan programs...... 15,848 15,848
Endowment funds 150,308 150,308
Debt and plant additions. . 283,954 283,954
Pension benefits..........ccccevueenennnen. 24,588,298 24,588,298
Unemployment compensation
benefits.......ocoeevireeneninecnieeene 800,507 800,507
Unreserved:
Designated for:
General long-term debt
SEIVICE ...cvveiivencicrecieeeiennns 21,327 21,327
Transportation debt service .... 12,818 12,818
Maryland Transportation
Authority bond debt service 68,565 68,565
1998 Operations..........ccecvrveneeee. 144,475 144,475
Undesignated (deficit).. . 62,687 436,358 (204,205) 178,691 3,450  (145,380) 257,053 588,654
Total.....ccoveveenreecrerieceenee $ 837,778 $ 591,127 $ 46,817 $ — $ 186,006 $ 3534 $ 212,305 $29,409,620 $31,287,187
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STATE OF MARYLAND

Schedule of Funds Transferred to Political Subdivisions
for the year ended June 30, 1997 (1)

(Expressed in Thousands)

State Sources

Other Sources

State Assessed  Amount Per
Direct Grants Administered Value of Real $100 of
Shared and Debt Federal Local and Personal Assessed
Subdivision (2) Revenues Appropriations Service Total Funds Revenue Total Property (2) Value
...$ 3,010 $ 55671 $ 4948 $ 63,629 $ 14405 $ 16934 $ 94968 $ 1,174,770 $ 8.08
16,641 217,246 13,047 246,934 , 204,860 486,402 13,321,157 3.65
25,296 343,081 9,654 378,031 62,130 333,246 773,407 16,960,181 4.56
2,902 41,270 2,151 46,323 6,236 26,523 79,082 2,710,760 2.92
2,376 23,403 1,607 27,386 5,067 7,088 39,5641 462,486 8.55
6,412 86,188 2,045 94,645 9,955 59,342 163,942 3,326,280 4.93
3,499 57,820 1,832 63,151 9,613 23,669 96,433 1,739,648 5.54
4,802 77,374 1,174 83,350 11,669 41,758 136,777 2,995,690 4.57
2,608 22,240 1,226 26,074 7,209 6,700 39,983 644,826 6.20
7,528 107,612 624 115,764 13,302 68,098 197,164 4,341,486 4.54
3,098 24,283 5,947 33,328 5,471 6,400 45,199 736,100 6.14
7,718 130,351 22,638 160,707 17,248 78,895 256,850 4,549,632 5.65
8,524 104,561 1,115 114,200 11,787 124,838 250,825 7,088,789 3.54
1,323 10,596 1,298 13,217 3,100 5,486 21,803 516,802 4.22
Montgomery ..... 21,950 289,942 2,495 314,387 50,497 568,347 933,231 30,316,131 3.08
Prince George’s 16,541 456,655 4,142 477,338 83,185 270,629 831,152 16,899,284 4.92
2,901 22,863 882 26,646 4,525 16,879 48,050 1,080,267 445
3,894 49,826 2,783 56,503 8,438 29,249 94,190 1,756,586 5.36
1,743 16,832 6,665 25,240 5,291 3,962 34,493 300,475 11.48
1,931 10,558 10,042 22,531 3,954 15,5672 42,057 1,236,983 3.40
5,048 78,559 679 84,286 13,973 34,670 132,929 2,414,351 5.51
4,120 57,518 9,016 70,654 12,896 24,939 108,489 1,542,635 7.03
2,864 14,067 125 17,056 6,811 9,200 33,067 2,369,564 1.40
.. 182,120 687,934 23,910 893,964 252 854 137,493 1,284,311 8,364,730 15.35
$338,849 $2,986,450 $130,045 $3,455,344 $654,224  $2,114,777  $6,224,345 $126,849,613

(1) In addition to the amounts shown for counties and Baltimore City, $86,780,301 was distributed to municipalities within the counties.
(2) Source: Fifty-third Report of the Department of Assessments and Taxation, dated January 1997. Amounts shown are the local subdivision’s

assessable base only.

STATE OF MARYLAND

Schedule of Taxes Receivable from

Collectors of State Property Taxes

June 30, 1997

(Expressed in Thousands)

Taxes Receivable

Political Subdivision Current Year  Prior Years Total
Allegany ...... $ 121 $ 65 $ 186
Anne Arundel. 255 87 342
Baltimore County. 75 56 131
Calvert................. 145 119 264
Caroline.... 10 1 11
Carroll .. 53 5 58
Cecil...... 32 170 202
Charles..... 48 16 64
Dorchester.. 103 12 115
Frederick .... 48 7 55
Garrett...... 119 8 127
Harford..... 55 17 72
Howard 41 675 716
Kent............. 82 3 85
Montgomery ... 738 803 1,541
Prince George’s . 108 52 160
Queen Anne’s. 7 2 9
St. Mary'’s. 161 11 172
Somerset. 44 9 53
Talbot ... 20 15 35
Washington. 12 9 21
Wicomico.... 30 5) 25
Worcester.... 182 53 235
Baltimore City 517 1,038 1,555

TOtal.....cveeeieeeeeeeeee e $3,006 $3,228 $6,234
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STATE OF MARYLAND

Schedule of Estimated Revenues — Budgetary Basis

for the year ending June 30, 1998

(Expressed in Thousands)

Current Current
General Special Federal Unrestricted  Restricted
Fund Fund Fund Fund Fund Total
Property taxXes .....c.coeeerieeeieririeieeriee et $ 304,775(1) $ 304,775
Franchise and corporation taxes... $ 177,864 177,864
Death taxes .....cccceeeverieveeesereeeeeneneenns 113,869 113,869
Alcoholic beverage taxes and licenses 23,712 23,712
Motor vehicle fuel taxes and licenses. 10,773 620,400 631,173
INCOME LAXES....cvevveereeereneererreeeeeeesreneeeas 4,048,160 76,926 4,125,086
Retail sales and use tax and licenses.. 2,170,987 2,170,987
State tobacco tax and licenses.. 125,831 125,831
Motor vehicle tax and licenses.........c..cccoeunen. 8,130 600,200 608,330
Insurance company taxes, licenses and fees 193,513 193,513
Horse race taxes and licenses............ccccveunenen 216 2,750 2,966
District courts fines and costs... 69,000 69,000
Interest on investments............ 52,788 4,500 57,288
Hospital patient recoveries.............ccocoveveennene 114,070 114,070
Miscellaneous taxes, fees and other revenues. 81,213 8,107(2) 89,320
Legislative.......cccovvueeirieieinieeeree e 428 100 528
Judicial review and legal ................... 66,446 6,783 $ 2997 76,226
Executive and administrative control.. 1,807 49,912 64,554 116,273
Financial and revenue administration. 11,217 30 11,247
Budget and management ................... 4,732 13,110 17,842
State lottery agency.......... 359,467 46,183 405,650
Retirement and pension... 16,071 16,071
General services.................... 180 3,068 3,248
Transportation and highways..... 484,615 522,216 1,006,831
Natural resources and recreation.. 56,108 18,054 74,162
Agriculture........oocceeeeeennecrenecennne 213 10,300 2,134 12,647
Health, hospitals and mental hygiene.. 6,111 82,052 1,394,935 1,483,098
Human resources.........c.cccceceeeveeennene 4,700 50,329 783,034 838,063
Labor, licensing and regulation............. 14,625 4,348 127,062 146,035
Public safety and correctional services .. 6,981 82,250 15,456 104,687
Public education...........coceeeeveeueinerencnennenens 19,798 28,698 424,151 $1,665,353 $444,069 2,582,069
Housing and community development 38,640 54,303 92,943
Business and economic development.. 21,419 2,013 23,432
Environment..........cccoceeeueenenennenenne 377 93,055 19,046 112,478
Juvenile services .... 866 160 9,871 10,897
Maryland state polic 2,656 41,105 2,167 45,928
State reserve fund................. 4,400 4,400
Total estimated revenues..........coeceeveeueueeneeeecnerieenenenes $7,679,513  $2,757,181  $3,446,423 $1,665,353 $444,069 $15,992,539(3)

(1) Includes $238,085,195 recorded in the Debt Service Fund for accounting purposes.
(2) Includes $8,107,312 recorded in the Debt Service Fund for accounting purposes.
(3) Amounts are reported at July 1, 1997, and do not reflect revisions, if any, subsequent to that date.
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STATE OF MARYLAND

Schedule of General, Special, Federal, Current Unrestricted
and Current Restricted Fund Appropriations — Budgetary Basis
for the year ended June 30, 1998

(Expressed in Thousands)

Current Current
General Special Federal Unrestricted Restricted
Functions Fund Fund Fund Fund Fund Total
Payments of revenue to civil divisions
of the State.......cccccevevenneccnnccecene $ 64,307 $ 1,344 $ 65,651
Public debt 89,715 246,193(1) 335,908
Legislative.. 41,607 100 41,707
Judicial revi g 243,751 6,783 $ 2997 253,631
Executive and administrative control...... 131,469 49,912 64,554 245,935
Financial and revenue administration..... 155,095 57,400 30 212,525
Budgetary and management 39,282 13,110 52,392
Retirement and pension....... 16,071 16,071
General services........c..c.cee.. 35,404 3,068 38,472
Transportation and highways..... 1,786,641 522,216 2,308,857
Natural resources and recreation.. 42,011 113,767 18,054 173,832
Agriculture..........cocooeeveeeveninienenne. 15,620 20,737 2,134 38,491
Health, hospitals and mental hyg 1,934,232 82,052 1,394,935 3,411,219
Human resources 414,824 50,329 783,034 1,248,187
Labor, licensing and regulation ................ 16,826 4,348 127,062 148,236
Public safety and correctional services 579,795 82,250 15,456 677,501
Public education..........coccceevevereneneccnennenns 3,502,080 28,697 424,151 $1,665,353 $444,069 6,064,350
Housing and community development.... 21,689 38,640 54,303 114,632
Business and economic development...... 53,784 21,419 2,013 77,216
. 38,333 93,055 19,046 150,434
110,578 160 9,871 120,609
186,431 41,105 2,167 229,703
85,247 4,400 89,647
$7,802,080 $2,757,181 $3,446,423 $1,665,353 $444,069 $16,115,106(2)

(1) Recorded in the Debt Service Fund for accounting purposes.
(2) Amounts are reported at July 1, 1997, and do not reflect revisions, if any, subsequent to that date.
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STATE OF MARYLAND

Schedule of General Government Revenues by Source,
Expenditures by Function and Other Sources (Uses)
of Financial Resources and Changes in Fund Balances
General, Special Revenue, Debt Service and Capital Projects Funds
Last Ten Fiscal Years

(Expressed in Thousands)

Year ended June 30,

1997 1996 1995 1994 1993 1992 1991 1990 1989 1988(1)
Revenues:
Income taxes $ 4,084,147 $ 3,796,251 $ 3,669,027 $ 3,590,562 $ 3,303,678 $ 3,043,695 $ 3,035,505 $3,096,423 $3,037,900 $2,676,213
Retail sales and use taxes 2,093,876 2,000,298 1,951,031 1,814,948 1,718,152 1,579,785 1,540,887 1,571,867 1,507,053 1,423,585
Motor vehicle taxes and fees..........ccoeeveurrceeneeenruenncnnne 1,373,002 1,321,412 1,298,132 1,225,531 1,119,416 990,540 919,220 955,253 963,119 948,408
Other taxes 1,057,592 1,065,176 1,031,735 1,063,998 1,039,108 902,757 848,062 894,729 861,758 823,790
Other licenses and fees 208,009 211,817 216,621 193,216 197,255 142,525 125476 113,189 109,523 111,453
Charges for services 658,583 670,901 803,183 691,597 630,597 608,385 403,942 331,312 333,342 353,270
Interest and other investment income ............ccecueveene. 138,893 114,986 100,626 56,120 35,158 33,399 73,990 125655 125,877 90,441
Federal 3,726,882 3,357,959 3,277,297 2,630,278 2,530,226 2,422,678 1,982,214 1,825,753 1,693,289 1,578,753
Other 134,875 186,902 190,297 215,761 251,737 258,042 250,109 192,183 188241 184,384
Total revenues 13,475,859 12,725,702 12,537,949 11,472,011 10,825,327 9,981,806 9,179,395 9,106,364 8,820,102 8,190,297
Expenditures:
Current:
General government 382,424 520,419 616,518 536,542 494,041 482,752 475,868 453,164 437,089 410,519
Education 3,025,536 2,818,909 2,637,338 2,497,869 2,389,155 2,292,608 2218148 2,052,303 1,902,965 1,759,450
Business and economic development ........................ 41,026 42,259 163,735 149,647 155,575 148,413 152,121 147,404 118,804 113,605
Labor, licensing and regulation ............c.ccccceveveuccencs 141,523 155,495
Human resources 1,304,480 1,344,361 1,382,650 954,822 926,954 916,320 907,736 753,935 695,029 669,341
Health and mental hygiene 3,323,439 3,132,078 3,240,900 2,965,057 2,781,409 2,767,977 2,350,469 1,990,090 1,784,992 1,609,327
Environment 64,722 71,911 64,943 60,567 51,598 61,294 62,608 52,245 45,114 37,140
Transportation 860,986 859,208 783,786 752,679 692,454 593,861 575,696 544,037 550,045 537,686
Public saftey and judicial 1,238,772 1,061,974 938,507 896,938 862,311 832,312 791,728 728,105 648,200 559,804
Housing and community development.... 80,390 67,093 69,611 75,746 102,725 115471 56,835 62,179 56,024 52,273
Natural resources and recreation . 125,269 123,681 116,530 114,678 111,559 126,875 126,863 123,297 107,450 98,541
Agriculture 38,138 43,010 34,872 28,774 27,185 33,167 52,785 43,819 37,193 30,626
Intergovernmental 1,036,094 933,700 937,236 784,990 700,119 705,008 810,313 815,738 804,665 784,255
Debt service 585,589 601,999 506,031 467,279 488,153 451,600 477,156 467,197 454,474 435,886
Capital outlays 1,137,356 1,047,936 1,075,888 784,555 759,224 830,178 1,166,021 1,142,035 925,589 929,024
Total expenditures 13,385,744 12,824,033 12,568,545 11,070,143 10,542,462 10,357,836 10,224,347 9,375,648 8,567,633 8,027,477
Excess (deficiency) of revenues over
expenditures. 90,115 (98,331) (30,696) 401,868 282,865  (376,030) (1,044,952) (269,184) 252,469 162,820
Other sources (uses) of financial resources:
Capital leases 62,200 62,930 16,872 41,835 15,577 64,418 26,648 3,008 12,384 30,250
Proceeds from bond issues 460,000 469,504 566,384 416,780 332,419 464,197 617,338 499,688 265,191 321,358
Proceeds from loans to other funds. . 40,000 25,000
Proceeds from refunding bonds . 802,701 303,218
Operating transfers in 920,843 910,063 1,033,400 759,879 313,804 333,976 365,166 353,254 319,604 337,107
Operating transfers in from component units .. . 870 1,339
Operating transfers out (563,969)  (548,955) (1,342,979) (1,024,000) (650,893) (644,333) (727,465) (863,240) (613,723) (507,772)

Operating transfers out to component units.. (711,032)  (680,339)

Recognition of fund liability (65,000)
Payment to refunded bond escrow agent... (802,701)  (298,759)
Payment to refunded leases escrow agent. . (8,567)
Net other sources (uses) of financial resources...... 168,912 214,542 273,677 185,927 (49,634) 258,258 306,687 (7,290) (16,544) 180,943
Excess (deficiency) of revenues over expenditures
and net other sources (uses) of financial
resources 259,027 116,211 243,081 587,795 233,231 (117,772)  (738,265) (276,474) 235,925 343,763
Fund balance, July 1 1,476,480 1,360,269 1,117,188 529,393 137,467 246,889 985,154 1,261,628 1,025,703 681,940
Adjustments 1,032(5) 154,295(4)
Fund balance, July 1, as restated............cccoceerereerrrereecennnns 1,477,512 291,762
Equity transfers 4,400(3) 8,350(2)
Fund balance, June 30 $ 1,736,539 $ 1,476,480 $ 1,360,269 $ 1,117,188 $ 529,393 $ 137,467 $ 246,889 $ 985,154 $1,261,628 $1,025,703

Source: General Accounting Division, State Comptroller’s Office

(1) Beginning in fiscal year 1988, as a result of a State-wide reorganization, certain expenditures are reported in different classifications.

(2) During 1992 the Economic Development Loan Programs returned $8,350,000 to the General Fund. This return of contributed capital has been reported as an equity transfer.

(3) During 1993 the Economic Development Loan Programs returned $4,400,000 to the General Fund. This return of contributed capital has been reported as an equity transfer.

(4) Effective July 1, 1992, the Maryland Transportation Authority’s activities were recorded in the special revenue and debt service funds and its beginning equity was reclassed
from the enterprise fund to the respective governmental funds.

(5) Effective July 1, 1996, investments of the general governmental funds were valued at fair value which is based on quoted market prices.
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STATE OF MARYLAND
Schedule of Property Tax Levies and Collections
Last Ten Fiscal Years

(Expressed in Thousands)

Percentage Percentage of
Percentage  Delinquent of Total Tax  Outstanding Delinquent
Fiscal Total Current Tax of Levy Tax Total Tax Collections Delinquent Taxes to
Year Tax Levy  Collections Collected Collections  Collections  to Tax Levy Taxes Tax Levy
$235,634 $232,628 98.72% $1,919 $234,547 99.54% $6,234 2.65%
229,756 226,618 98.63 1,063 227,681 99.10 6,095 2.65
224,247 221,723 98.87 1,784 223,507 99.67 5,093 2.27
217,194 214,560 98.79 2,193 216,753 99.80 5111 2.35
206,276 202,694 98.22 2,204 204,798 99.28 5,351 2.59
189,448 186,163 98.27 2,101 188,264 99.38 4,347 2.29
174,702 172,055 98.48 1,907 173,962 99.58 3,658 2.04
161,400 159,310 98.71 2,389 161,699 100.19 3,098 1.92
147,009 144,662 98.40 1,653 146,315 99.53 3,666 2.49
133,855 131,841 98.50 2,183 134,024 100.13 3,359 2.51

Source: State Comptroller’s Office.

STATE OF MARYLAND
Schedule of Assessed and Estimated Actual
Value of Taxable Property
Last Ten Fiscal Years

(Expressed in Thousands)

Real Property Personal Property Total Ratio of Total
Estimated Estimated Estimated Assessed to
Fiscal Assessed Actual Assessed Actual Assessed Actual Total Estimated
Year Value Value Value Value Value Value Actual Value
1997 $107,205,699 $268,014,248 $31,885,281 $31,885,281 $139,090,980 $299,899,529 46.4%
104,968,536 262,421,340 31,084,278 31,084,278 136,052,814 293,505,618 46.4
103,018,904 257,547,260 29,512,076 29,512,076 132,530,980 287,059,336 46.2
100,517,470 251,293,675 29,194,598 29,194,598 129,712,068 280,488,273 46.2
96,042,289 240,105,723 28,432,706 28,432,706 124,474,995 268,538,429 46.4
87,485,274 218,713,185 26,971,545 26,971,545 114,456,819 245,684,730 46.6
79,546,272 194,656,715 25,577,795 25,577,795 105,124,067 220,234,510 47.7
73,116,356 172,042,533 23,537,199 23,537,199 96,653,555 195,579,732 494
66,430,610 153,739,328 21,525,228 21,525,228 87,955,838 175,264,556 50.2
60,250,700 138,587,004 20,319,858 20,319,858 80,570,558 158,906,862 50.7

Source: The Forty-fourth through Fifty-third Report of the State Department of Assessments and Taxation.
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STATE OF MARYLAND
Schedule of Property Tax Rates —
(Per $100 of Assessed Value)
Direct and Overlapping Governments

Last Ten Fiscal Years

1997 1996 1995 1994 1993 1992 1991 1990 1989 1988

State of Maryland.............ccccevevevrerreereerennnnnes $0.21 $0.21 $0.21 $0.21 $0.21 $0.21 $0.21 $0.21 $0.21 $0.21
Subdivisions:
AlLEZANY ...t seseseees 247 2.48 2.50 2.50 2.48 245 241 2.40 2.37 2.40
Anne Arundel....... 2.38 2.38 2.35 2.38 2.46 2.46 2.46 2.51 2.51 2.51

2.86 2.86 2.86 2.87 2.87 2.87 2.90 2.90 2.89 2.89
2.23 2.23 2.23 2.23 2.23 2.23 2.23 2.23 2.23 2.23
248 248 2.49 2.49 2.49 2.49 2.49 2.49 2.49 2.63
2.62 2.35 2.35 2.35 2.35 2.35 2.35 2.35 2.23 2.08
245 245 245 245 2.50 2.50 2.50 2.55 2.55 2.55
Charles........ 2.44 2.44 2.44 2.28 2.28 2.28 2.39 2.36 2.31 2.26

Baltimore County ...
Calvert....
Caroline..
Carroll ....

Dorchester. 2.21 2.24 2.24 2.24 2.24 2.24 2.24 2.24 2.24 2.24
Frederick ... 2.26 2.26 2.26 2.26 2.27 2.27 2.19 2.19 2.19 2.19
Garrett.... 2.59 2.24 2.24 2.19 2.24 2.24 2.24 2.28 2.30 2.32
Harford... 2.73 2.73 2.73 2.73 2.73 2.73 2.73 2.73 2.73 2.73
Howard... 2.59 2.59 2.59 2.59 2.59 2.59 2.45 2.49 2.49 2.49
Kent............ 2.33 2.33 2.33 2.33 2.33 2.33 2.33 2.33 2.00 2.00
Montgomery ..... 1.99 2.00 1.94 1.92 1.92 2.01 1.94 2.07 2.09 2.17

243 243 2.44 2.45 2.47 2.48 2.40 2.40 2.40 2.40
2.35 2.17 2.17 2.17 2.17 2.17 2.17 2.17 2.17 2.12

Prince George’s ...
Queen Anne’s...

St. Mary’s...... 2.11 2.13 2.18 2.27 2.32 2.32 2.33 2.33 2.28 2.28
Somerset.... 2.15 2.15 2.15 2.15 2.15 2.15 2.00 2.00 2.00 1.90
Talbot ......... 1.39 0.95 0.65 0.65 0.66 0.69 0.75 0.81 0.87 0.93
Washington 2.21 2.21 2.21 2.21 2.21 2.21 2.13 2.13 2.13 2.13
Wicomico... 2.25 2.25 2.15 2.15 2.15 2.15 2.15 1.95 1.95 1.85
Worcester-...... 1.68 1.68 1.68 1.68 1.62 1.59 1.59 1.59 1.59 1.49

Baltimore City........cccceveereereveeeeieieieeeienes 5.85 5.85 5.85 5.90 5.90 5.90 5.95 5.95 6.00 6.00
Source: The Forty-fourth through Fifty-third Report of the State Department of Assessments and Taxation.
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STATE OF MARYLAND
Schedule of Employment by Sector

Total Average
Average Wages Weekly
Annual (Expressed in Wage Per
Employment Thousands) Worker
Government:
State and local. . 280,518 $ 8,863,345 $608
Federal..................... . 127,656 5,849,985 881
Total government ... . 408,174 14,713,330 693
MANULACEUTIIG ... ettt ettt ettt ettt ettt sttt b et b et st b st e seebeensenene 174,228 6,629,251 732
CONETACE CONSEIUCTION. ....cveiteieiieiiieieirteteteee ettt ettt te et eseste s e esessesaesassesseseesansensesens 130,987 4,068,296 597
Transportation, communications and utilities.. . 102,162 3,771,240 710
Wholesale.......ccoeerrerereninieiirriecenieeecneeeeeneene . 107,961 4,251,433 757
Retail .....cooviieiiiiiiiciicciccs . 422,265 6,911,927 315
Finance, insurance and real estate .. . 128,792 5,012,198 748
Services AN OtNET .......c.coiviiiiiieie ettt ettt 700,564 20,496,675 563
Total Of All SECTOTS .....c..cveiiriiuiiiieiiicteeteee et 2,175,133 $65,854,350 $582

Source: Maryland Department of Labor, Licensing and Regulation, Office of Labor Market Analysis and Information, December 31, 1996.

STATE OF MARYLAND
Schedule of Ratio of General Long-Term Debt
To Assessed Value and General Long-Term Debt Per Capita

Last Ten Fiscal Years

(Expressed in Thousands) Gefg;? I?(fng— General Long-
Fiscal Estimated Assessed General Long- Term Debt to Term Debt
Year Population Value (1) Term Debt (2)(3) Assessed Value per Capita
5,072 $139,090,980 $4,352,687 3.13% $858
5,042 136,052,814 4,248,263 3.12 843
5,046 132,530,980 4,145,961 3.13 822
4,965 129,712,068 3,852,680 2.97 776
4,908 124,474,995 3,680,482 2.96 750
4,860 114,456,819 3,275,439 2.86 674
4,781 105,124,067 3,041,817 2.89 636
4,743 96,653,555 2,694,611 2.79 568
4,579 87,955,838 2,474,650 2.81 540
4,520 80,570,558 2,479,720 3.08 549
(1) Source: The Forty-fourth through Fifty-third Report of the State Department of and Taxation. Amounts shown are the State’s assessable

base only.
(2) Source: State Comptroller’s Office.
(3) Includes all long-term general obligation and transportation bonds.
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STATE OF MARYLAND
Schedule of Ratio of Annual Debt Service for General
Long-Term Debt to Total General Expenditures

Last Ten Fiscal Years

(Expressed in Thousands) Dell?)?té%r?zgce
Total to General
Fiscal Debt Total General Expenditures
Year Principal Interest Service Expenditures (1) (Percent)
1997 e $358,850 $226,739 $585,5689 $13,385,744 4.37%
370,675 231,324 601,999 12,824,033 4.69
282,189 223,842 506,031 12,568,545 4.03
229,725 237,554(2) 467,279 11,070,143 4.22
251,639 236,614 488,153 10,542,462 4.63
235,678 215,922 451,600 10,345,681 4.37
276,131 201,025 477,156 10,224,347 4.67
284,216 182,981 467,197 9,375,548 4.98
272,355 182,119 454,474 8,567,633 5.30
261,375 174,511 435,886 8,027,477 5.43
(1) Includes general, special revenue, debt service and capital projects funds.
(2) Includes payments made in advance to refunding escrow account.
Source: General Accounting Division, State Comptroller’s Office.
STATE OF MARYLAND
Schedule of Taxes Pledged to Consolidated Transportation
Bonds and Net Revenues as Defined for Purposes of
Consolidated Transportation Bonds Coverage Tests (1)
Last Ten Fiscal Years
(Expressed in Thousands)
Year ended June 30,
1997 1996 1995 1994 1993 1992 1991 1990 1989 1988
Revenues:
Taxes and fees:

Taxes pledged t0 bonds ..o $ 839,928 $ 813,072 $ TTL765 $ T27,557 $ 633,974 $553,185 $535,131 $571,567 $581,073 $577,224
Other taxes and fees .... . 196,044 187558 216995 198356 234,828 181459 160437 187.225 188,242 139,184

Total taxes and fees.. . 1,035972 1,000,630 988,760 925913 868,802 734,644 695568 758,792 769,315 716,408
Operating revenues....... . 218874 203.891 212767 198618 162,751 160,544 160,014 147.538 142,248 140,712
Investment income. . 9108 13646 12705 10,144 3412 35800 10,106 16112 9077 9,168
9913 21670 7613 11620 11229 11,984 8238 6,888  7.080  S4dd

TOtal FEVENUES w..vvvveeeeeeeeeerereeeessssssee 1,273,867 1,239,837 1,221,845 1146295 1,046,194 910,972 873,926 929,330 927,720 874,732

Administration, operation and
maintenance expenditures...................... 769,977 784,816 709,180 689,029 623,929 564,351 580,628 544,268 501,616 472,183
Less: federal funds . (19,966) (21,520) (17,567) (21,904) (19,279) (16,991) (19,969) (16,791) (17,667) (17,771)
TOtAL. .. 750,011 763,296 691,613 667,125 604,650 547,360 560,659 527,477 484,049 454,412
Net revVenuUes........coceveevereevereneeerennne $ 523,856 $ 476,541 $ 530,232 $ 479,170 $ 441,544 $363,612 $313,267 $401,853 $443,671 $420,320
Maximum annual principal and interest
TEQUITEMENES .....voveeeeevenieeieeeeeieeenceeeeenenees $ 142,769 $ 140,269 $ 140,269 $ 136,032 $ 126,146 $118,198 $104,972 $ 69,034 $ 40,327 $ 33,594

Ratio of net revenues to maximum

annual principal and interest

TeQUITEMENTS ...c.eveereeieiriereeieicrerieeeeenee 3.67 3.40 3.78 3.52 3.50 3.08 2.98 5.82 11.00 12.51
Ratio of taxes pledged to bonds to

maximum annual principal and

interest requirements.............cccceceeveeenenne 5.88 5.80 5.50 5.35 5.03 4.68 5.10 8.28 14.41 17.18

Source: The Secretary’s Office of the Department of Transportation.

(1) Under the terms of the bond authorizing resolutions, additional Consolidation Transportation Bonds may be issued, provided, among other
conditions, that (i) total receipts, less administration, operation and maintenance expenditures for the preceeding fiscal year equal at least
two times maximum annual debt service on all Consolidated Transportation Bonds outstanding and to be issued and that (ii) total proceeds
from pledged taxes equal at least two times maximum annual debt service on all Consolidated Transportation Bonds outstanding and to be
issued.
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STATE OF MARYLAND
Schedule of Demographic Statistics

Last Ten Years

Fiscal Per Capita School Unemployment

Year Population (1) Income (2) Enrollment (3) Rate (4)
5,072,000 N/A 985,180 5.0%
5,042,438 $27,618 977,828 5.1
5,046,050 26,333 964,389 5.0
4,965,000 21,040 949,659 5.6
4,908,000 23,920 933,768 6.4
4,860,000 23,249 919,698 6.5
4,781,000 22,080 901,143 5.7
4,743,000 21,789 880,035 4.3
4,579,000 21,013 868,371 45
4,520,000 19,487 858,342 4.2

Sources:

(1) U.S. Department of Commerce, Bureau of Census.

(2) U.S. Department of Commerce, Bureau of Economic Analysis.
(3) State Departments of Education and Higher Education.

(4) State Department of Labor, Licensing and Regulation.

N/A Not available at this date.

STATE OF MARYLAND
Schedule of Property Value
Last Ten Fiscal Years

(Expressed in Thousands)

Fiscal Property Value

Year Commercial Residential Agricultural Nontaxable
$61,626,974 $200,557,837 $5,829,437 $41,642,651
59,843,316 197,628,263 5,641,304 41,317,411
62,013,692 190,112,779 5,420,789 40,235,799
64,464,686 181,420,690 5,408,299 40,235,799
64,006,823 170,912,747 5,186,153 39,302,632
60,460,121 153,526,926 4,726,138 37,817,267
54,800,295 135,548,676 4,307,744 35,309,591
48,755,868 119,369,152 3,917,513 32,623,097
42,846,522 107,220,885 3,671,921 29,890,333
36,760,648 98,311,457 3,514,899 27,105,760

Source: State Department of Assessment and Taxation.
STATE OF MARYLAND
Schedule of Miscellaneous Statistics

June 30, 1997

Date of Ratification 1788
Form of Government Legislative — Executive — Judicial
Miles of State Highways 5,243
Land Area 9,775 square miles
State Police Protection:
Number of stations 26
Number of State Police 1,615

Higher Education (Universities, Colleges
and Community Colleges):

Number of campuses in State 33

Number of educators 7,020

Number of students 217,277
Recreation:

Number of State Parks and Forests 61

Area of State Parks 91,009 acres

Area of State Forests 135,184 acres
Employees 90,745

Sources: General Accounting Division, State Comptroller’s Office, Maryland Manual 1996-1997, Department of Natural Resources, Maryland
State Police, State Highway Administration and Maryland Higher Education Commission.
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